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Moonlighting and Its Controls 


_ As the footnote on the next page explains, moonlighting, 
__ as it is currently used in personnel literature, has nothing to 
| do with making love or liquor. Rather, it is double employ- 
_ ment, or holding down two jobs at once. 

_ This, of course, is not a new phenomenon. But it does 
seem to be a growing one. And companies are becoming con- 
cerned about its effect. Why moonlighting is more wide- 
spread today than ever before, its relation to hours of work, 
.and what companies may do to control it are all discussed 
in the article starting on the next page. 


_ A strike might be likened to a natural disaster; everybody 
concerned gets hurt to some extent. Yet strikes continue to 
be called. And since there are almost always basic issues that 
neither a union nor a company will give way on, the strike is 
| probably a long way from being a thing of the past. 

| Because of this, many companies and unions make prepar- 
ations for a strike in the event that bargaining reaches an 
impasse. In some firms, the plans and procedures for meeting 
a strike are put in written form, as a strike manual. These 
manuals, although they vary in length from a few pages to 
several volumes, are almost always considered “top secret” 
_ documents by company executives, and they are treated as 
such. The article starting on page 238 examines the two basic 
types of strike manuals and tells what they both generally 
| cover. 

| r r) e 


| The Fight for Clean Unions 


The Hearings of the Senate Select Committee on Improper 
Activities in the Labor or Management Field have made 
headlines all over the country. To some people, graft, cor- 
tuption, and racketeering have become synonomous with 
| unionism. But is this the real picture? How widespread is 
‘corruption in the labor movement? 

_ Three articles in this issue of the Management Record 
look at the problem of labor racketeering, as well as the col- 
_lusion that is sometimes found between unions and manage- 
“ment, from three different vantages. On page 240, Victor 
Riesel interviews Senator McClellan, chairman of the com- 
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mittee, and Robert Kennedy, the committee’s chief counsel. 
On page 242, Father Corridan, well known for his work on 
the New York waterfront, discusses ‘“The Moral Problem in 
Labor Racketeering.” And on page 245, A. J. Hayes, presi- 
dent of the Machinists and chairman of the AFL-CIO Ethi- 
cal Practices Committee, discusses “Labor’s Fight To Clean 
House.” 


Investment Policies under Deferred Profit Sharing Plans 


The proposal of a new baseball team for New York City 
is making headlines with the suggestion that there be profit 
sharing among the ball players. While it is true that such 
tentative plans for our national sport usually do not have 
much pertinence to the average businessman (unless he also 
happens to be a baseball fan) , this proposal is an indication 
of the widespread and growing popularity of profit sharing 
plans today. 

The majority of these plans are of the deferred-distribu- 
tion type, which means the employee does not receive his 
share of the profits until some specified time in the future, 
such as when he retires. A deferred plan also means that the 
company has in its trust large sums of money to be invested. 
While the Internal Revenue Code imposes certain restric- 
tions on the investment of these funds, many companies also 
have set policies of their own that define and limit the ways 
in which these funds may be invested. The article starting 
on page 248 examines the investment policies on deferred 
profit sharing plans of 150 cooperating companies. 


Consumer Price Index—What It Is 


After a look at the current price situation, the article 
starting on page 256 reviews the consumer price index in 
terms of what it does and what it doesn’t do. Briefly, it is 
constructed as a measure of inflation or deflation in the 
economy. It tells whether the prices of a fixed market basket 
of goods and services are advancing or declining. It does not 
measure the cost of living (as so many people assume), for 
that would involve not only prices paid but also amounts 
bought. 

For those who use the index, this review of what it is and 
what it isn’t should be helpful. 


Moonlighting and Its Controls 


Holding down two jobs at a time—or moonlighting—is becoming more prevalent. 
How companies may deal with this problem is pointed out here 


HARLIE WOODSON is the fictitious name of a 
real person, twenty-one years old, who presently 
is holding down two production jobs. Each requires 
thirty-seven and one-half hours of his time per week. 
“When I’m lucky, I get in a few hours on Saturday, 
too,” Charlie reported, “and, of course, that’s at over- 
time.” Charlie earns $64 per week on the job which he 
regards as his regular one and $55 on the second job. 
With the overtime, he is able to make about $125 per 
week, or $6,500 on an annual basis. “That’s supposing 
I can last out a year,” Charlie observed as he checked 
the arithmetic. 

There is some doubt that he can. Charlie has been 
a moonlighter for four months. He would like to main- 
tain his heavy schedule at least a few more months. “I 
don’t feel spry like I used to,” he said. “I guess ’m 
getting run down a bit. But I would like to hang on to 
the two jobs until about October. Then I'll probably 
keep the night job which pays best and try for some 
part-time work in addition, say three or four hours a 
day.” 

Holding down one full-time job is enough for most 
individuals. But not for Charlie. He not only has two 
full-time jobs but is studying auto mechanics on the 
side. He is ambitious to improve himself. He explains: 
“T finished high school four years ago and started work- 
ing. I don’t have any special trade or skills, so I can’t 
get the high pay I need. I have a wife and one kid and 
we're expecting another. We live with my wife’s folks, 
but naturally we’d like our own place. And the sooner, 
the better. 

“T figure if I learn to be a good auto repair man, 
we'll be able to make out all right. I want to hold on 
to the two jobs until I can save up enough for the 
down payment on a small house.” 

The desire for additional income undoubtedly is the 
motivation behind almost all moonlighting. There may 
be some who take a second job to see if they like 
another line of work better. And a few ambitious 
souls may choose to work around the clock, thinking 
that by so doing they surely will get ahead in the 
business world. But double employment usually is 
thought of as a temporary expedient. For physical 


* Moonlighting is a fairly new term in personnel literature. It has 
nothing to do with making love or liquor, but nevertheless the 
subject is of some general interest. Moonlighting is double employ- 
ment. 


reasons, if for no other, moonlighting can rarely be | 
sustained over any extended period of time. | 

While the word “moonlighting” is new, the practice } 
is not. There were moonlighters a generation ago. But | 
the practice has grown-in recent years, and it now is a } 
matter of some importance. There are several million | 
Charlie Woodsons in the United States today. Early | 
this year the U.S. Census Bureau reported the results | 
of a survey of workers with two or more jobs, which }| 
was made during the week of July 14, 1956. It found | 
3.7 million persons with multiple employment. (Only | 
1.8 million moonlighters were listed in a similar survey | 
conducted in July, 1950.) However, since the Census | 
counted persons who changed jobs during the week | 
and persons with part-time or incidental extra jobs, | 
the above figures may be considered somewhat inflated | 
by strict standards. 


CHIEF FACTORS ANALYZED 


Yet undoubtedly there is more moonlighting today | 
than ever before. Several factors may be cited to |} 
account for this. The five-day, forty-hour week is | 
standard and many companies are on even shorter | 
schedules. Power equipment has lightened countless | 
operations. Thus, workers now have both the time and | 
the vigor that are needed to carry a second job. Also | 
the high cost of living has spurred many young family | 
men to seek after-hours employment. | 

And a major factor in moonlighting in 1957 is the — 
sheer number of job opportunities. There are page | 
after page of ads in metropolitan newspapers beseech- | 
ing the attention of job applicants. Positions offering | 
high pay and generous benefits are described. Little | 
is said about what is expected or demanded of the 
candidate. And when the applicant appears, he may 
be offered a job if he “looks good” to the interviewer. — 
Careful questioning, testing, and record checking— 
standard procedures in normal times—too often give | 
way to a superficial “once-over” as companies scramble | 
for what manpower is available in their communities. 

While most companies frown on double employ- | 
ment or attempt to forbid it entirely, they do not al- — 
ways know if and where it exists. Other companies 
are inclined to ignore or tolerate moonlighting, as long — 
as it does not get out of hand. They look upon the _ 
practice as inevitable in a tight labor market, or as — 
necessary in certain individual cases. A few companies — 
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today will hire men even when it is known that they 
already are employed elsewhere. 

_ In Charlie Woodson’s case, for example, his primary 
employer knows that he has a second job. Charlie has 
explained to him that he wants to get a home of his 
own and that he must make extra money to do this. 
He says that his employer is sympathetic. But Charlie 
has not told the second employer that he has a regular 
job elsewhere. He feels somewhat guilty about this. He 
is less conscientious in his attendance and in his work 
on this job, which he considers his “extra”’ or second- 
ary one. 


WHAT IT IS 


As defined here, moonlighting is paid work done 
after hours (day, night, or weekends) that is entirely 
separate from a man’s regular job and which takes ten 
hours or more of his time per week. The working 
housewife, thus, is not a moonlighter. Neither is the 
office worker who teaches a class or two at night school. 
A man who works for a second employer while on his 
annual vacation is not moonlighting. 

Firemen have long been moonlighters. They may 
be permitted to rest while on duty, and thus they have 
energy left over for after-hours work. They often are 
interested in supplementing their earnings by at least 
part-time, outside employment. Office employees may 
work as bartenders, taxi drivers, service station at- 
tendants, or at a variety of other occupations in the 
evenings. Some airline stewardesses, whose seniority 
status entitles them to preferred transcontinental 
flights over the weekend, hold down “regular” Mon- 
day-to-Friday jobs. 

Workers on short hours—such as printers and rub- 
ber workers—are especially likely to seek extra jobs. 
Moonlighting at its worst occurs when an individual 
works for two competing firms, passing on to the 
second employer confidential information obtained 
through the primary employer. Situations of this sort 
have come to the attention of Tar ConrerENcE 
Boarp. When discovered by the company, the penalty, 
of course, is immediate discharge. _ 


RELATION TO HOURS OF WORK 


Not surprisingly, there is a close relation between 
moonlighting and hours of work. It is doubtful that 
the idea of a second job occurred to many men in 1800 
when the standard workweek was six days or 
seventy-two hours, or in 1860 when sixty-six hours 
was usual, or even in 1900 when the average workweek 
was 57.3 hours. But the twentieth century has brought 
dramatic changes. The five and one-half day, fifty- 
hour week after World War I soon gave way to the 
forty-four hour week and then to the five-day, forty- 
hour week. While the latter is still the mode, many 
companies experimented with thirty-, thirty-three-, 
thirty-five-, and thirty-seven and a half hour schedules 
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during the depression. And some never went back to 
the longer hours. Office workers in large cities as well as 
other groups rarely work as long as forty hours. 

Economists have predicted that the trend in the 
workweek will continue downward, that better 
machines and methods will make the shorter week 
possible. Union leaders always are interested in short- 
er hours for their members, providing earnings are 
maintained.t There is pressure from all sides to im- 
prove “the American way of life.” And this seems to 
consist chiefly in fewer hours of work, with more time 
for leisure and cultural activities. However, the pros- 
pect of increased moonlighting, as opposed to enjoy- 
ment of more leisure, is one of the problems often 
mentioned when further cuts in the workweek are 
considered. 

In an effort to get a current picture of moonlighting 
problems and practices, Tue ConrerENcE Boarp 
wrote a selected group of companies.” In making the 
choice, attention was given to firms in high employ- 
ment areas, that had relatively short workweeks. 
Twenty-five of the forty-five companies contacted 
filled out an inquiry form. In addition, several execu- 
tives wrote lengthy letters, giving their observations 
and opinions on the subject of moonlighting. An indus- 
trial breakdown of the twenty-five companies is: five 
firms in the rubber business; four in printing and pub- 
lishing; four in transportation; four in beverages and 
confections; and eight in different fields of manufac- 
turing. 

Seven of the companies now are working less than a 
scheduled forty-hour week. None has a scheduled 
workweek of more than forty hours. Production work- 
ers ordinarily get overtime in only seven of the 
twenty-five companies. Fifteen executives said they 
believed that the workers in their firms would like to 
be getting more overtime. 


HOW SERIOUS IS THE PROBLEM? 


Of the twenty-five companies—deliberately selected 
as ones likely to be most affected by moonlighting— 
fifteen described the problem as “not serious.” Five 
said moonlighting was a “minor headache” to them, 
and the remaining five said it was a “fairly serious” 
problem. 

One company stated that, to the best of its knowl- 
edge, it had no moonlighters. At the other extreme, 
three executives estimated that 25% of their produc- 
tion workers had second jobs. Two companies reported 


+Unions sometimes would have the public believe that they are 
primarily responsible for reducing the hours of work. Thus, the 
International Association of Machinists, in the first “whereas” of 
its 1957 resolution for the establishment of a thirty-hour work- 
week, said: “Whereas since 1900 the American labor movement 
has succeeded in reducing the normal workweek from seventy-two 
[sic] to forty hours with a tremendous advance in worker 
productivity. . 

?It should he noted that the survey was limited to the effects 
of moonlighting on nonsupervisory, male production workers. 
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20%; and two others, 10%. The median figure of 
5% was given by six of the companies. 

Among employees working a forty-hour week, 
moonlighting was put at 8%; among those working 
less than a forty-hour schedule, the estimate was 14%. 
A comparison was made between workers getting 
“enough” overtime (as reported by the executives of 
their companies) and those thought to be desirous of 
more overtime. Here, curiously enough, it was found 
that the “enough” overtimers were engaging in slight- 
ly more moonlighting than the other group of workers. 

In interpreting the figures in this survey, it would 
be well to keep two things in mind. First, the sample 
is small. When the twenty-five companies are divided 
into two groups and compared, the “probable error” 
of the average score is likely to be large. Second, some 
of the figures are estimates. A group of executives 
were asked a number of questions. Some they could 
answer factually—as the length of their scheduled 
workweeks. But other questions—such as how their 
workers feel about overtime opportunities, or how 
many are moonlighting, etc.—they could only estimate. 
They gave the best information they could and their 
best judgments; however in some instances it simply 
was not possible to support the replies with objective 
data. 

The cooperating companies were asked to read five 
statements about moonlighting and to indicate if they 
felt they were true or false. Here are the statements 
and the results of the poll. 

Number of 


Companies Voting Number 


Statement True False Voting 


e¢ Workers who have more than 

one regular job come to their 

main jobs tired and unable to 

give their best efforts. 15 4 6 
e A chief argument for the short- 

er workweek (to provide more 

time for leisure and recreation) 

is defeated by moonlighting. 19 Q 4 
¢ Once a worker and his family 

become accustomed to a double 

income, it is difficult to read- 

just to a single income. Q1 1 3 
¢ When the second job is with a 

competing company, the effects 

of moonlighting may become 

especially serious to the original 

company. 19 0 6 
¢ Moonlighting encourages work- 

ers to lie, falsify records (Social 

Security), ete. ll 6 8 


Despite the general feeling against the practice, 
six companies said they would hire moonlighters—men 
whom they knew already had jobs with other organi- 
zations. The other companies took the opposite posi- 


tion, or failed to answer the question. Asked if there 
was a statement in their employment applicatior 
blanks to the effect that moonlighters would not be 
hired, all companies replied in the negative.t 

Although none of the twenty-five executives seem: 
happy about the effects of moonlighting in their or- 
ganizations, fourteen said they agree with the follow- 
ing statement: “Moonlighting is a personal matter 
and the primary employer should not become con- 
cerned as long as the individual does his work satis- 
factorily.” Eight executives disagreed with the state- 
ment, and three did not express an opinion. 

There probably are some moonlighters in almost 
every company these days. As long as the practice of 
moonlighting does not get out of hand, it seems to be 
ignored or tolerated inmost instances. But there is a 
point beyond which companies take cognizance of the 
problem. And action may follow swiftly. 

The most serious forms of moonlighting, judging 
from the companies contacted, are: 


¢ Working for a competitor. 

¢ Working for someone else while on sick claim from 
the primary employer. 

e Carrying on an after-hours job that reflects to the dis- 
credit of the primary employer. 


Employees found to be engaged in moonlighting of 
these types usually are discharged at once. 

On the other hand, forms of secondary work that 
are generally approved are: 


¢ Do-it-yourself work. 
¢ Self-employment, including farming. 


e Almost any work that takes just a few hours per week, 
as teaching evening classes. 


e A part-time or temporary second job which is ap- 
proved in advance by the primary employer. 


Moonlighting along these lines may even be en- 
couraged by employers. Special consideration is often 
given the employee who shows ambition and in- 
dustry off the job as well as during his regular work 
hours. 


1On the theory that “an ounce of prevention is worth a pound 
of cure,” the inclusion of such a statement might well be considered. 
Some companies discuss the matter of outside employment in their 
employee handbooks. Here are two such statements: 


Company A—You must only work for ________. We 
know from experience that attempting to hold more than one 
paid job is neither fair to you nor to the company as it lowers 
job performance, increases absenteeism, and might complicate 
matters in the event of injury or illness. 

Company B—Outside employment in general is discouraged 
because it is likely to interfere with an employee’s regular 
work in the company. Experience has shown that it is to the 
best advantage of each employee in the long run to give his 
full attention and effort to the work in which he is primarily 
engaged. 


Outside employment is prohibited under circumstances where 
it conflicts with the business or interests of the company. 
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HOW ARE THEY SPOTTED? 


There are several ways that moonlighters come to 
nanagement’s attention. They may show excessive 
bsenteeism and their work may suffer in quality or 
uantity, or in both. Also, they may become involved 
n accidents. Occasionally, a moonlighter will brag 
bout his double employment, and the information 
ets up the line via the grapevine. Then, too, instances 
f moonlighters making trouble with other employees 
ave been reported. The moonlighter may become 
ritable through fatigue and loss of sleep; he may try 
o shirk his part of the load; he may ask others to 
over up for him, and so on. 

Usual company practice is to warn the moonlighter. 
. verbal warning may be followed by a written one. 
‘he supervisor or a personnel representative may dis- 
uss the problem with the moonlighter and suggest 
hat he choose one job and drop the other. If the 
ituation is not corrected after a reasonable time, the 
mployee probably will be discharged. And immediate 
ischarge is the rule if it is discovered that the em- 
loyee’s second job is with a competing firm. 

A final question directed to the companies was, 
What suggestions can you pass on to other execu- 
ives who are becoming concerned about moonlighting 
rithin their own organizations?” Many helpful ideas 
ere contributed. For instance, one company writes: 


“We presently are making a study of moonlighting... . 
Tt is a difficult matter to deal with because it involves the 
question of personal liberty—the right of the individual 
to use his own time as he sees fit. Furthermore, there is 
such a wide variety of situations involved that it is most 
difficult to make rules that would fit all circumstances. For 
example, if a rule were adopted prohibiting one of our 
employees from having another job with a municipality 
or a manufacturing concern, he would still be free to work 
as a private contractor or to work an unlimited number 
of hours in farming. And the net results, so far as rest 
is concerned, would be the same. 

“Up to this time, our policy has been not to interfere 
unless it became clearly evident that the employee’s other 
activities were preventing him from rendering proper serv- 
ice to us. A preliminary survey indicates that, generally 
speaking, this has not been a very serious problem to 
date.” 


Another company has this to say: 


“In cases of habitual absenteeism, the employee first is 
suspended. Later, unless his attendance improves, he is 
discharged. We have had complete cooperation from the 
union in these cases. This would apply whether the man 
had two jobs or not, but we generally find that most of 
the cases of absenteeism are the result of holding two jobs. 

“We have endeavored to work with the local union and 
the international union on this problem, but their reaction 
is rather passive if the individual’s work is satisfactory. 
It is our belief that if we continue to hammer the point 
home to the union, eventually they will recognize that 
there is no place in the organization for moonlighters.” 


ULY gat 957 


237 


A consensus of the suggestions of the twenty-five co- 
operating companies for controlling moonlighting are 
summarized briefly here. 


1. Establish company policy. 
(Will any outside employment be permitted? 
If so, how much and under what circum- 
stances?) 


2. Explain company policy to job ‘applicants. 
(This may be done orally by the interviewer. 
Also, a folder of “Information for Job Appli- 
cants” may be prepared, containing state- 
ments on a number of subjects, including out- 
side employment.) 


3. Include a statement on outside employment in 
the company’s application blank and also in 
the handbook for employees. 

4. Cooperate with other employers in the area. 


5. Work with and through the union. 
(Union leaders appear as opposed to moon- 
lighting as company executives.) 


6. Watch for early signs of moonlighting in individ- 
ual cases. 


7. Use discharge as the final move if positive at- 
tempts to control the practice fail. 


SrepHen Hasse 
Division of Personnel Administration 


Management Bookshelf 


The Dynamics of Interviewing—This book by two University 
of Michigan psychologists is written to appeal to a large 
audience of lay and professional workers. It is more a 
“why” study than a “how to do it” manual. Prominent 
attention is given the advantages of nondirective inter- 
viewing. Only a fraction of the text is directly related to 
business situations. By R. L. Kahn and C. F. Cannell, 
John Wiley & Sons Inc., New York, New York, 1957, 
368 pp. $7.75. 


The National Civic Federation and the American Labor 
Movement, 1900-1925—This study attempts to trace the 
historical background of the National Civic Federation. 
The organization served as a meeting ground for leading 
businessmen, such as Senator Mark Hanna, and labor 
leaders, like Samuel Gompers, during the first decades of 
the twentieth century. The National Civic Federation 
attempted, in the words of the author, “to raise the level 
of industrial relations.’”’ As a result, members of the fed- 
eration acted as mediators in disputes, fostered the use 
of the trade agreement, and worked for labor legislation 
that would rectify some of the ills which they believed 
weakened healthy industrial relations. By Marguerite 
Green, The Catholic University of America Press, Wash- 
ington, D.C., 1956, 587 pp. $5.50. 
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The Strike Manual 


Some companies feel that strike preparations can best be made 
if there is a written manual of plans and procedures 


HEN COLLECTIVE BARGAINING brings 

about a strike, someone is bound to be hurt. The 
union may end up getting the extra 2 cents it sought. 
The company may end up sticking to its original pro- 
posal. But in the meantime the strike has imposed 
wage losses and production losses, to say the very 
least. 

In anticipation of a strike, unions accumulate strike 
funds to help offset wage losses. And they attempt to 
perfect tactics to make the strike more effective. Man- 
agement, too, more and more realizes that similar 
preparations are called for if a company is to sustain 
a strike without permanent damage. 

So management’s preparations have these main ob- 
jectives: 

* To enable it to maintain essential production or 

service. 

¢ To retain the goodwill of the public and its cus- 

tomers. 

* To enable the company to resume operations 

without damage to machinery or goods in process. 

To carry out these objectives, some companies set 
up special strike committees to map out strike pro- 
cedures, and some go so far as to prepare special 
manuals detailing the complete steps to be taken if 
a strike occurs. 


STRIKE COMMITTEES 


Among the 106 United States and Canadian com- 
panies that have had strike experience in recent years, 
ninety-five have set up strike committees. (See Table 
1.) The committee’s job is to think out in advance 
those arrangements that will lessen the strike’s effect 
and enable the company to get back into full produc- 
tion immediately at the strike’s end. These committees 
consist frequently of the president (29.0%); the top 
personnel administration executive (77.2%); the 
treasurer or controller (22.5%); and various vice- 
presidents in charge’ of functions such as manufac- 
turing, sales, engineering and purchasing. 


STRIKE MANUALS 


Twenty-six of the ninety-five companies with strike 
committees went one step further in their strike 
preparations. They put their plans and procedures for 
meeting a strike in written form. Ten of these com- 
panies have a full-fledged “Manual of Procedures for 


Strikes.” Sixteen have their written strike instruction) 
in other manuals, such as a “Standard Practices and 
Procedures Manual.” However, several of the sixteer 
companies say that at a later date they intend to tak 
the strike instructions-out of these other manuals an 
incorporate them in a separate strike manual (se 
Table 2). 

Company executives look upon their strike manual 
as highly confidential “top secret” documents. They 
must be treated this way, according to the executives 
if they are to effectively deal with union strike tactics 
Indicative of this secrecy is the fact that most peopl 
in companies with strike manuals are totally unawar 
of their existence. Listed among the safeguards adopte 
by some companies are the following: 

1. Only a few copies are printed. These are numberec 
and responsibility for each copy’s safekeeping is assignec 
to a particular individual. 

2. Typing and duplicating of the manual is done onl 
by trusted employees. If duplicated outside the firm, the 
job is split up, and given to several outside companies 
Stencils for the manual are either destroyed or kept in 
a safe. : 

3. No one is permitted to carry the manual in his brie! 
case or on his person. All copies must remain in the office: 

4. At night, and when not in use, copies must be placed 
in a safe or a locked file. 

5. The company’s name does not appear any place on 
or within the manual so that if it is lost or stolen there 
would be no means of identification. Pages that contain 
names of individuals—such as a listing of the home tele- 
phones of people to be contacted in a strike emergency— 
are kept separate from the manual and are frequently 
done on another typewriter and duplicator. 


TWO BASIC TYPES 


Strike manuals are of two essential types: first those 
prepared by companies whose business is such that 
they must continue operations during a strike; second, 
those who, if necessary, could shutdown during a 
strike. 

The manuals of public utilities—which must con- 
tinue in operation, strike or no strike—furnish examples 
of the first group. These manuals are very complex. 
Some are several volumes long and would fill a good 
size suitcase. They give in detail the entire operation 
of the company. The manuals of telephone companies, 
for example, specify operation jobs to be performed by 
practically every executive and supervisory employee. 
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And training for these jobs is no last-minute improvi- * The continuation during strikes of essential main- 
sation. Rather it begins months or even years before tenance work and facilities. 

a strike appears imminent. It may require an executive * The state and local ordinances on picketing; court 
to retrain himself in a job he graduated from one or interpretation of these laws; and local enforce- 
two decades ago and report to a foreman several ranks ment, or lack of enforcement, of these laws. 


below him. It may even call for executives to perform 
menial tasks. For instance, in case of a strike, a con- 
troller in one company is required to clean out garbage 
cans as part of the job of maintaining essential eating 
facilities for those who are carrying on the work of 
striking employees. 

The manuals of steel companies furnish examples of 
the second group—firms that can shut down if neces- 


The arrangements necessary for taking pictures 
of picket line activity and possible violence as 
supporting evidence for an injunction action. 


The instructions that will be issued to foremen 
as to what they and their employees shall do to 
protect machinery and maintain essential services. 


The arrangements for the laying in of supplies 


sary. With the exception of the early days of union (food, cots, blankets, etc.) beforehand for the 

activity in the Thirties, steel companies have tradi- care and feeding of essential personnel in the 

tionally shut down operations during strikes. Their event ingress and egress is made impossible by 
_ manuals, therefore, are generally very short; they are picket line activity. 

concerned not with how to operate during a strike but * The maintenance of relations with striking em- 

with how to ride out a strike with the least damage to ployees, customers, suppliers, the community and 

the company. the press. 


The securing of necessary police protection. 


WHAT'S IN STRIKE MANUALS 


The main purpose of a strike manual is to give 
the steps the company will take to meet a strike. 
While there is no such thing as a standard manual, a 


The handling of executives, supervisors and non- 
striking white collar employees. 


The drawing up of plans for an orderly return to 


composite of the manuals examined indicates that work when the strike is over. 
they are designed to cover the following: James J. Bamericr, Jr. 
¢ The drawing up of plans for orderly shutdowns. Division of Personnel Administration 


Table 1: Number of United States and Canadian Companies, with Recent Strike 
Experience, that had a Strike Committee Draw Up Plans to Meet the Strike 


106 Companies = 100% 


Total U.S. 
and Canadian By Number of Employees 
Companies a Total 
Se Total U.S. Canadian 
No. Per Cent Companies 1-249 250-999 1,000-4,999 Over 5,000 Companies 
Executives draw plans ............ 95 89.6 83 2 12 Q7 42 12 
Executives do not draw plans ...... 10 9.5 9 3 1 Q 3 1 
INGHAMEWer nibh seca tse fk veka’. 1 9 1 0 0 0 1 0 
“Feel oh Re AS es eens se 106 100.0 93 5 13 29 46 13 


Table 2: Number of United States and Canadian Companies, with Recent Strike 
Experience, that Have Written Strike Procedures 


106 Companies — 100% 


Total U.S. 


and Canadian By Number of Employees 
Companies (on 8 Total 
= Total U.S. Canadian 
No, Per Cent Companies 1-249 250-999 1,000-4,999 Over 5,000 Companies 
Have strike manual .............. 10 9.4 7 0 0 2 5 3 
Have similar device ............... ié6 — 15.1 13 0 1 Q 10 8 
Do not have strike manual 
or similar device .............. _ Th 69.8 69 5 12 Q4 28 5 
ING TanSWer Vette teil edad ans atle are} 5.7 4 0 0 il 3 2 
PROLAMMEMAI TS cttes cao sie esti oe 106 100.0 93 5 13 29 46 13 
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The Senate Hearings on Racketeering 


Victor Riesel interviews Senator John L. McClellan 
and Chief Counsel Robert F. Kennedy 


HE FOLLOWING is a condensation of a tele- 

phonic interview by Victor Riesel, Labor Editor, 
New York Mirror, with Senator John L. McClellan, 
Chairman, United States Senate Select Committee on 
Improper Activities in the Labor or Management Field 
and with Robert F. Kennedy, Chief Counsel of this 
committee. This interview was part of a Round Table 
discussion on labor racketeering, held at the 41st An- 
nual Meeting of THe ConrEerENcE Boarp. 


VICTOR RIESEL: Senator McClellan, would you 
tell the audience here what pattern has developed 
in the course of these many months of sometimes very 
tense hearings? What pattern of rascality, to use your 
own word, have you found? 

SENATOR McCLELLAN: Well, I think the 
broad, over-all pattern involves two phases that are 
important. One is the complete loss of control of the 
affairs of their union by union members in many 
locals and in many areas. In other words, there has 
been a total breakdown of, or a denial of, the demo- 
cratic process, and the usurpation of power by some 
labor leaders, which in practice actually amounts to 
a dictatorship. 

The other phase of the pattern has been a misuse 
of union funds, of dues and of pension and welfare 
funds. In addition, in some instances there has been 
improper use of power and position by some labor 
leaders for personal financial gain, often to the detri- 
ment of the membership of the union itself. 


MR. RIESEL: Could you evaluate for us, Senator, 
where the responsibility lies in labor as well as in 
management? 

SENATOR McCLELLAN: The responsibility in 
labor, I think, lies with unscrupulous labor leaders who 
let personal interest, greed, and avarice dominate 
them, rather than a deep concern for the responsibility 
and trust that is reposed in them by reason of their 
position. As for management, in some instances at 
least (and, of course, we have just begun the investi- 
gation), there are indications that business officials 
have entered into collusion with some labor leaders 
in a manner that is to the mutual advantage of the 
leaders of the labor union and of the management of 
the industry. This is detrimental to the welfare of 
both the union members and, in some instances, of the 
company. I think that is most reprehensible. I think 


management people should reject and resist any pres- 
sures that are applied to compel them to yield in those 
instances. When they do yield, I think it is most im- 
proper and unfortunate. 

MR. RIESEL: How deeply rooted is this in man- 
agement? Have you found instances of wrong doing, 
of racketeering, collusion in management in the con- 
struction trades, on the waterfront, or in the trucking 
fields, as you have in some sections of the labor move- 
ment? 

SENATOR McCLELLAN: Well, it is difficult to 
pinpoint it at this stage of the investigation. But we 
do have information which—if we investigate and 
find the charges are sustained—would indicate that 
these practices do prevail on the part of management 
in some areas. At this time I believe they do. 

MR. RIESEL: Will you put management people 
on the witness stand? 

SENATOR McCLELLAN: I believe you can be 
assured of that. 

al 


MR. RIESEL: There is a feeling in the labor 
movement that the committee’s concentration on the 
Teamsters and on Dave Beck gives a rather weighted 
impression of what labor is. Are there complaints 
about other unions, Mr. Kennedy, indicating racket- 
eering? 

MR. KENNEDY: We have had complaints about 
other unions, written complaints over a period of 
about three or four months. In addition we have had © 
complaints about the collusion between management 
and labor in a good number of fields. 

MR. RIESEL: Could you tell us what other un- 
ions? 

MR. KENNEDY: I can only name the unions we | 
have already announced. We are looking into the 
Operating Engineers in New York, and the Allied In- © 
dustrial Workers. I don’t believe I could announce — 
the names of other unions, at least until we prepare 
to hold some hearings. 

MR. RIESEL: In what other cities are you con- — 
templating investigation? 5 

MR. KENNEDY: We have investigators now in 


about a dozen cities—New York, Boston, Omaha, : 
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Chicago, Seattle, Los Angeles, Philadelphia and per- 
haps four or five other cities. 

MR. RIESEL: What have you found in this strange 
spector of a new kind of figure—new to the public 
—in labor and management circles? Have you finished 
with Nathan Shefferman?? 

MR. KENNEDY: No, we have not. We have been 
conducting an investigation now for about six or 
seven weeks into some of his activities. We are con- 
tinuing that investigation. I hope we will be able to 
move on something—at least make a recommenda- 
tion to the committee within two or three weeks as 
far as public hearings on that matter are concerned. 

MR. RIESEL: Will you recall Mr. Shefferman? 

MR. KENNEDY: { expect that he will be recalled. 
_MR. RIESEL: Before we swing back to Senator 
McClellan on the policy and the pattern of legislation, 
could you sum up for us, as chief counsel, what you 
think the committee has discovered specifically in the 
way of wrong doing in the section of the trade union 
movement which has been heard—namely the Team- 
sters? 

MR. KENNEDY: Well, that is a little bit diffi- 
cult for me. I don’t know that I could add a great 
deal to what Senator McClellan has just stated. We 
have uncovered evidence of misuse of union funds 
which reaches at least over a million dollars in just 
the Teamsters. I would also agree with Senator Mc- 
Clellan concerning evidence that there has been a lack 
of observing democratic processes in some of the un- 
ions—for instance, certain unions that have been 
under trusteeship for a long period of time. More re- 
cently we have uncovered some evidence showing a 
very close and collusive arrangement between some 
of the large industrial leaders in the United States and 
labor people. I would think those would probably be 
the three fields. 

a 


MR. RIESEL: Senator McClellan, what do you 
think will come out of your probe? 

_ SENATOR McCLELLAN: [I think there will be 
a general review of labor legislation as well as the 
statutes that are now on the books. As we get the 
facts and see the patterns that are being followed 
today under the present law—for example, the un- 
controlled power of the leadership of unions—I think 
the Congress will probably tighten up existing laws in 
many areas. The big thing and the important thing 
I am convinced, that the rank and file union mem- 
if permitted to control and influence the destiny 

pt their affairs, will keep unionism on a high plane. 
ee eee et Keeetation ts to insure the demo- 
? Nathan Shefferman is a labor relations consultant who claims 
Committee 


——— 
Seeee So 
connection with “favors” he did for Dave Beck. 
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cratic processes so that dictatorship is not on the rise 
In unionism, and so the men themselves can have 
something to say about their affairs. The next thing is 
that union funds—welfare funds and different funds— 
have reached such huge proportions that there should 
be some control over their investment and use, pretty 
much like a bank or any other trust institution. The 
union members should be protected. They pay their 
dues. They also receive payments from welfare funds 
and pension funds financed by management for the 
benefit of the rank-and-file members. Those funds 
should be protected so as to insure their use for the 
purpose for which they were set up. 

MR. RIESEL: Senator, what- would be the time- 
table for the type of laws you are suggesting? When do 
you think the discussion of legislation will come be- 
fore the Senate Labor Committee? 

SENATOR McCLELLAN: It is my hope that be- 
fore this session of Congress adjourns we can submit 
an interim report on at least one or two aspects of 
legislation I have mentioned. I doubt that the Con- 
gress can, before adjournment of this session, do more 
than pass a resolution requiring that reports be made 
public and that the public be given information re- 
garding union finances. Your other question gets into 
technical difficulty. It takes a real study and under- 
standing of these problems to draft legislation that 
would provide the protection I have spoken of. I do 
hope by next January we can make a very substantial 
report that will enable the Congress to have the back- 
ground of facts and information upon which to predi- 
cate corrective legislation. 

MR. RIESEL: Senator McClellan, does your 
committee go on and on and become a standing com- 
mittee? Do you see a permanent board created, or just 
laws coming out of the hearings? 

SENATOR McCLELLAN: I seriously doubt the 
committee will go on and on and become a regular 
standing committee. I can hardly see any need for 
that after we have covered all the areas and given 
the Congress information as to what improper prac- 
tices are now being engaged in by both labor and man- 
agement. We will never be able to go out and investi- 
gate every complaint. What we have undertaken to 
do is present Congress with a picture of what is hap- 
pening now that should be corrected. What other 
powers Congress may delegate to, or invest in, the 
National Labor Relations Board I do not know. At 
this time I would not be in favor of setting up another 
board. However, I suppose after a study of the in- 
formation that we develop there may be a possibility 
some other board will be created. I do think the Na- 
tional Labor Relations Board should have power and 
be charged with the duty, before certifying bargaining 
rights, to determine that a union is ‘being operated 
properly and that improper practices are not being 
engaged in. 


The Moral Problem in Labor Racketeering | 


by Rev. John M. Corridan 
Le Moyne University 


ABOR RACKETEERING, as I see it, exists in 
five areas of labor-management or intralabor 
relations. And those areas, in brief, are as follows: 
first, in organizable situations; second, where you 
have contract negotiations; third, in the execution of 
existing contracts; fourth, in the exploitation of spe- 
cial and/or general union funds; and fifth, m job con- 
trol through perpetuation of officers in union positions 
by undemocratic practices and, at times, with man- 
agement cooperation and the assistance of unethical 
lawyers. 

In the first three areas—an organizable situation, 
or the negotiation of a contract, or the execution of 
the mechanics of a contract—where labor racketeering 
exists in practice, someone in management has to be 
an active or a passive cooperator, in probable viola- 
tion of local or federal statutes or regulations. By 
active, I mean one who voluntarily either initiates 
or goes along with a violation of law, or at least of 
ethical principles; by passive, where some duress has 
been brought to bear. 

In trying to analyze the problem I will break it 
down in these first three areas I have mentioned. The 
management participant in labor racketeering in all 
these first three instances is either an agent or he is a 
principal. By a principal, I mean one who has it 
within his power to determine policy. An agent, of 
course, is one who has policy handed to him. If the 
management participant is an agent, he is either act- 
ing on his own or he is acting under instructions. If he 
is acting on his own, then I would see it in this fashion 
—he alone is dishonest. The firm has a problem; it has 
one dishonest employee. If he is acting under instruc- 
tions, then from an ethical viewpoint he is in the 
difficult position of being a material cooperator in a 
dishonest act, and he has the further ethical problem 
of determining under what conditions he can honestly 
continue with his present employment. 

If a principal rather than an agent is involved, the 
firm is either a member of an effective ethical employ- 
ers’ association or it is not. If the firm is a member 
of an effective employers’ association—which means 
the industry lives up to a code and the association 
has sufficient sanctions to bring corrective measures 
to bear when individual members step off the narrow 


1Speech given at a Round Table on labor racketeering at the 
41st Annual Meeting of Tae Conrerence Boarp. 


and honest way of doing things—then the industry 
in general has no problem, and the worst you have 
are the exceptions. And, unfortunately, we are always 
going to have exceptions. 

If, however, the firm is not a member of an effective 
ethical employers’ association—although the degree 
of moral culpability in certain instances may be 
negligible because of extenuating circumstances—the 
management participants are unlikely to volunteer 
information to law enforcement authorities or legis- 
lative committees. Opprobrium or fear of prosecution 
or fear of reprisals have been inhibitive in the past; 
they are right now; and they will be in the future. But 
where you do not have an effective ethical employers’ 
association, I feel that the industry leaves itself open 
to a serious problem. And if the industry leaves itself 
open to a serious problem, law enforcement may have 
a serious problem. I am not referring so much to the 
work of the police departments but to the work of 
district attorneys, whether of a local or federal 
category. 

In my opinion, in these first three areas—in organ- 
izable situations, in the negotiation of contracts, or in 
the execution of a contract—what I have been out- 
lining in somewhat abstract fashion certainly could 
have been exemplified on the New York waterfront 
prior to the passage of the Bi-State Waterfront Com- 
pact. In my opinion, the employers in the harbor 
hiring longshoremen had only the facade of an em- 
ployers’ association. In practice it was a paper organi- 
zation, and it rendered each of the member firms 
subject to various pressures coming from what has 
been picturesquely described as the mob element; it 
also allowed the unscrupulous among those employers 
to take advantage and gain tremendous profits, much 
greater than any so-called “take” of the mob element. 


A 


I would like to concretize this by one particular 
case. In this situation, a known “character” publicly 
threatened a minor management official on a pier, 
threatened to kill him, threatened to promote a work 
stoppage because the management official attempted 
to perform his duties by preventing a large stealing 
operation. The official had a complaint sworn out, 
backed up by the stevedoring company and by the 
steamship company. A warrant was taken out for the 
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wrest of the man who made the threat, and, therefore, 
the complaint became public property. At this point 
, strike was pulled on the pier and pulled by the so- 
valled mob boy’s pals. The terms for the settling of 
he strike were to withdraw the complaint; and the 
nan who made the complaint had to agree not to go 
yack to work for that particular company. That solu- 
jon was reached independently of the knowledge or 
he consent of the public authorities. The man received 
mployment on the pier adjacent to the company 
hat he had been fired from. I feel that the manage- 
nent interests were as much responsible for that 
condition as anybody else in the harbor. 


al 


Approaching this same problem of labor racketeer- 
ng from the union standpoint, the union officials 
nvolved are either officers of an international or offi- 
ers of a local or some intermediate union body. If an 
nternational union is involved, the international is 
ither a member of the federated labor movement or 
t is not. If a member, the federation has a problem, 
yarticularly if the international does not come forward 
vith sufficient corrective measures to remedy the 
situation. Although the AFL-CIO has adopted a sound 
ode of ethical principles, prudential reasons may 
irge the federation to make haste slowly in moving 
oward the ultimate of the limited sanctions that the 
ederation has at its disposal. If a local or an inter- 
mediate union body of the international is involved, 
he problem is immediately the international’s and 
mly intermediately the federation’s. However, the 
sorrective actions possible to the international—and 
[ am prescinding from any window-dressing penalties 
—can be and are limited by the constitution of that 
nternational, and by contracts, and even by special- 
zed union and management funds. The international 
s also limited by the law and by court decisions; and 
ut times by sharp lawyers and by rival unions. 

As far as I am concerned, new laws are not the 
wnswer to conspiracies for violating old laws. The best 
10pe lies in the private principals themselves, policing 
hemselves under much stronger codes and sanctions 
of fair competition to meet the special needs of each 
ndustry. I feel that you would need much more exten- 
sive and intensive organization than is present right 
at this moment among unions and industries for union 
eaders and business officials to fulfill their full social 
responsibilities, not only to their own groups but to 
the country as a whole. I realize that it is, and will be, 
2 slow and continuing process. But, to me, it is the 
only sound moral and democratic approach. I would 
also say that the degree of success or the lack of it 
would be as good an index as you could get to the 
moral fiber of the country. 

In the fourth area, exploitation of special and/or 
yeneral union funds, there is basic agreement on the 
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need for regulation and control of union funds— 
namely, welfare and pension funds. In reality, the 
abuses, although shocking, have been relatively few. 
Yet the magnitude of the funds involved, the poten- 
tiality of poor management or corruption, and the 
accountability of strict trusteeship, whether exercised 
jointly by labor and management or separately, seem 
to me to require.some regulation for the enforcement 
of sound standards. A more difficult problem is pre- 
sented in determining the extent of the need for regu- 
lation of general union funds. Prescinding from the 
use of such funds for direct political contributions— 
I prescind because the full question, as I see it, in- 
volves the direct and indirect use of corporate as well 
as union funds in political matters—I feel that this 
whole question of political contributions is a sort of 
iceberg phenomenon. Only about 5% of it appears on 
the surface, and I don’t feel confident to probe the 
95% below the surface. I prescind, too, from the usage 
of corporate and union expense accounts; for that 
problem is wrapped up with the whole tax question 
and with the incentive problem. I don’t think that 
you can fairly deal with union practices in the sphere 
of expense accounts or in political contributions unless 
you also include all other groups, and particularly as 
large a group as business is in this country. 


~~ 


Apart from these specialized uses of union funds, it 
would seem sufficient to me, as far as help in eradicat- 
ing corrupt union influences, for federal law to require 
the bona fide public accounting of union finances to 
members, with suitable sanctions for perjury—no 
more, no less. 

To insulate the labor movement against corrupt 
influences, by far the most difficult and vital areas 
center around job control and union democracy. The 
difficulty springs from three sources. First, from per- 
sons outside the labor movement who consciously or 
unconsciously advocate and work for anti-union legis- 
lation. Whether they realize it or not, in my opinion 
they jeopardize not only the security of the vast 
majority of trade unionists, but also the stability of 
thousands of sound labor-management relationships, 
and they vitiate the serious efforts of enlightened 
industry to promote better human relations. 

The second difficulty springs from the few inside 
the labor movement who, together with the aid of 
certain businessmen and lawyers, “betray their trust 
and look upon the trade union movement not as a 
brotherhood to serve the general welfare but as a 
means to advance their own selfish purposes.” 

And the third source of difficulty arises from the 
tremendous care that is necessary, and will be neces- 
sary, to reconcile the free character of the trade union 
movement with any government regulations which 
can gravely influence this basic free character. To me, 
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the most important questions in the interests of the 
the rank and file are how to secure—in a free democratic 
way—a process guaranteeing free elections of their 
officials; and how to secure an impartial tribunal for 
the review of any alleged arbitrary actions on the part 
of their officials without damaging unduly the neces- 
sary disciplinary powers that a union needs in order to 
function as a responsible organization. The facts are 
that in the overwhelming majority of unions you do 
have these institutions already. It is, however, also a 
fact that in too many unions you do not. 

Much is made from time to time of the apathy of 
the rank and file in unions. In my book, there is no 
more apathy among the union rank and file than there 
is in any other human organization. In the defense of 
the rank and file, may I say that where they do not 
have bona fide elections and where they are not free 
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Seventy Years of Life and Labor—This is the autobiography 
of Samuel Gompers, the first and long-time president of 
the American Federation of Labor. It is a revised and 
edited edition of an autobiography which originally ap- 
peared not long after Mr. Gompers’ death in 1924. A 
foreword by the present head of the AFL-CIO, George 
Meany, expresses Mr. Meany’s appreciation of the work 
of his predecessor. A lengthy introduction contributed by 
the editors of the volume, summarizes the main contribu- 
tions made by Mr. Gompers to the labor movement. Re- 
vised and edited by Philip Taft and John A. Sessions, 
E. P. Dutton and Co., New York, New York, 1957, 384 


pp. $5. 


Union Democracy: The Inside Politics of the International 
Typographical Union—This book studies political life 
within the International Typographical Union. The main 
purpose of the book, however, is not to study the ITU (al- 
though it does that at great length) , but rather to analyze 
the factors that make for and sustain democracy in private 
organizations. The authors selected the ITU because it is 
the sole union which for over half a century has had a 
functioning two-party system with frequent turnover in 
office. By Seymour Martin Lipset, Martin A. Trow, and 
James S. Coleman, The Free Press, Glencoe, Illinois, 1956, 


455 pp. $7.50. 


Personnel Administration—A Point of View and a Method 
—This book is a comprehensive study of the under- 
standing and treatment of personnel problems, with em- 
phasis upon the management aspects of personnel adminis- 
tration. The present volume, an extensively revised edition, 
gives particular consideration to those aspects of personnel 
administration in which most notable progress has been 
made in the nine years since the first edition appeared. 
A new chapter emphasizes recent developments in “Or- 
ganization Planning and Executive Development,” stress- 
ing the importance of personnel planning within the 


from the arbitrary actions of union officials, it fre- 
quently takes a man of heroic courage and perhaps 
even foolhardiness to try to correct grave and gross 
injustices. Where you do have free elections and 
equitable union procedures and proper accounting of 
finances—and you do have them in the vast majority | 
of unions—you have the finest unions in the world 
and the best workingmen in the world. 

The ideal recommendation would be to allow the 
labor movement to straighten out its own house; and 
the greatest part of that responsibility should be left | 
to them because it is their responsibility. However, it | 
is my opinion that the decent leadership in the labor 
movement does need the judicious help of government ° 
if it is going to do that job, and it needs that help 
because of the voluntary. binding power that is at the 
heart of the labor movement’s unity. 


management organization to improve management com- | 
petence. 
The book also considers further developments in line- 
staff relationships, in union-management relations, in 
methods of surveying employee morale, and in “economic 
education” for employees. The section on wages has been — 
expanded to include recent agreements on supplementary — 
unemployment compensation plans. The book features de- 
tailed case material to illustrate the subject matter and to 
allow the studious reader a chance to test his skill in 
situational analysis and decision making in personnel - 
problems. An extensive bibliography is included. By Paul 
Pigors and Charles A. Myers, McGraw-Hill Book Com- 
pany, Inc., New York, New York, 1956, 711 pp. $6. 
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conservation program and how to organize and operate a 
practical program of this type. It includes technical in- 
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mittee on Noise in Industry of the Committee on Con- 
servation of Hearing, American Academy of Ophthalmology 
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Occupational Health Nursing Consultant Workshop—This 
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bilities may be implemented. It is the result of a work 
conference of twenty-six nurse consultants from Canada, 
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agency and nursing organizations—met at Yale University. — 
Department of Public Health, Section of Occupational ~ 
Health, Yale University, New Haven, Connecticut, 1957, 
20 pp. 75 cents. 
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Labor's Fight To Clean House 


by A. J. Hayes, President, International Association of Machinists, AFL-CIO, 
and Chairman, AFL-CIO Ethical Practices Committee 


WANT TO MOVE toward the key point in my 

remarks immediately by posing a few questions. Do 
rou think that it is reprehensible for a union leader to 
onsort with and render assistance to the madam of 
, bawdy house? Well, I do. And judging from the 
yage one headlines and the editorial comment con- 
erning the alleged activity of a Teamster official in 
ortland, the publishers and editors of the nation’s 
ress agree with me. 

The second question: Do you think it reprehensible 
or a nationally known business firm to utilize the 
ervices of a similar madam to entertain its salesmen 
ind to obtain orders from prospective customers? 
Vly answer to that is exactly the same. I do. But 
udging from the handling of that story and the lack 
f editorial comment on it, the publishers and editors 
wf the nation’s press find it a matter of minor im- 
ortance. 

The third question: Do you think it improper or 
nethical, and perhaps illegal too, for a labor official 
0 violate his fiduciary obligations to his union for 
yersonal financial gain? I very frankly tell you I do. 
[ think it is wrong. I think it is illegal. And judging 
rom the opinions expressed by Senator McClellan 
ind many other members of the Select Committee, 
ind also judging from newspaper coverage, they all 
gree with me. 

The next question: Do you think it improper or 
methical for a representative of industry to use his 
osition, his knowledge, and his opportunity as an 
officer and trustee to acquire a personal profit? My 
answer to that is also the same. I do. But judging 
rom the reaction of the people, there are many who 
upparently don’t feel that way when it involves a 
representative of business or industry. The difference 
in attitude of the public press and many others in 
these cases makes it very clear, I think, that organized 
labor is on the spot as far as ethics are concerned. It 
also illustrates, it seems to me, a sort of double 
standard. 

This is part of the problem that organized labor 
faces as it goes about its business of attempting to 
put its own house in order. The task of an owner of 
1 house with termites, I assure you, is complicated 
and not eased by the neighbor who stands by mixing 


1 Speech given at a Round Table on “The Fight for Clean Unions” 
at the 41st Annual Meeting of Tue Conrerence Boarp. 
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advice and criticism while his own house is also in- 
fested. I mean by that, that the problem of ethics in 
the labor movement is part and parcel of the broader 
problem of ethics in society at large. This certainly 
does not justify any unethical or illegal conduct in 
the labor movement, of course, or excuse labor from 
the job of cleaning its own house. But it is a factor 
which is often overlooked by critics of the movement 
and by the public at large. 

Within this frame of reference, I want to discuss 
briefly the following points. First, the extent and 
nature of corruption in the labor movement; second, 
what organized labor can do to clean its own house; 
third, what labor is doing to accomplish that objective; 
and, fourth, the role of other groups—legislative com- 
mittees, the press, business and industry, the pro- 
fessions, and so on—in helping labor. 

The fact is that there is corruption in the labor 
movement. A further fact, however, is that it does 
not permeate labor, as some people seem to think. 
It is limited to isolated but important segments of 
the movement. Some types of unions are natural 
targets for gangsters and racketeers who infiltrate the 
labor movement with larceny and blackmail in mind. 
Some union officials have been corrupted by insurance 
brokers and agents who look upon kickbacks and 
split commissions as effective methods of obtaining 
lucrative health and welfare business. Some unions 
have been corrupted by employers who would rather 
pay off than bargain in good faith. Some have been 
corrupted by the temptation—by no means limited 
to union officials—to dip into other people’s money to 
solve personal financial problems or indulge extrava- 
gant personal tastes. 


al 


I and the overwhelming majority of the leadership 
of the current trade union movement abhor such cor- 
ruption. I agree and, in fact, I insist, that unethical or 
illegal activities on the part of labor officials are far 
more reprehensible than similar activities by any other 
type of person, with the possible exception of public 
officials and members of the clergy. I say this because 
I believe that the fundamental goals and concepts 
of the labor movement demand a high sense of dedica- 
tion and performance on the part of those who serve 
them. 
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I do not agree, however, with the popular belief 
that such things as $40,000 salaries, $100,000 homes, 
swimming pools and the like are automatic proof of 
graft or corruption. My personal tastes run to a 
simpler way of life, and my union is less lavish in 
rewarding leadership than some others, but I see 
nothing intrinsically wrong with salaries in the 
$35,000 to $50,000 bracket. After all, they are still, in 
most cases, a minor fraction of the incomes of top 
industrial and business leaders. I think that material 
reward is dangerous only when the craving for it 
transcends and perverts the function of union leader- 
ship. I believe the same general principle holds true 
in every walk of life. Greed is a cardinal sin every- 
where, not merely in the trade union movement. 

The ability of the labor movement to deal with 
graft and corruption in its ranks is conditioned, of 
course, by the nature and by the structure of the 
American Federation of Labor and Congress of In- 
dustrial Organizations. That organization is a volun- 
tary federation of autonomous national and interna- 
tional unions. It has direct disciplinary powers over 
its own officials and employees. It has no such powers 
over the officials of affiliated organizations. Thus, 
while the federation can remove an individual from 
membership on its executive council, it cannot act 
against him as an official of an affiliated union. The 
only thing it can do as regards his position in his own 
union is to put that organization on notice that if it 
does not get rid of him or any other undesirable in- 
dividuals or influences, the organization will be sus- 
pended and may be expelled from the federation. In 
my own mind, the threat of disciplinary action may 
be used with greater effect than the act of suspension 
or expulsion itself. Too much haste in meting out 
punishment may serve only to help entrench the 
allegedly undesirable individuals and practices. 
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Even in the field of inquiry, the AFL-CIO has very 
limited powers and facilities. The limitation on power 
is, of course, a consequence of the voluntary nature 
of the federation and also of the autonomy of its af- 
filiates. It is my opinion that the vesting of any 
greater power in the federation would be undesirable, 
although I admit that the present situation presents 
some problems in dealing with corruption. The AFL- 
CIO Executive Council and the Ethical Practices 
Committee, for example, have no power to compel 
attendance at any hearings or to take testimony under 
oath. All that either body can do in connection with 
the investigation of wrong doing is to schedule hear- 
ings and to give individuals or organizations an op- 
portunity to present their side of the story. As far 
as initial information on corruption is concerned, the 
limited personnel and, incidentally, the limited re- 
sources of the federation rule out any large staff of 


field investigators; the federation must depend to a 
considerable extent upon voluntary reports by in- 
dividuals and affiliated unions and on the evidence 
developed by law enforcement agencies and legislative 
investigating committees. 

The fight against corruption in the labor movement, 
notwithstanding propaganda to the contrary, has 
been going on for many years. The struggle was 
formalized in the constitution of the merged federa- 
tion. This constitution, which listed protection against 
corrupt influences as a basic principle of the federa- 
tion, empowered the executive council to investigate 
cases of alleged corruption and to take action in con- 
nection with these cases. The constitution also estab- 
lished the Committee on Ethical Practices. 
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The federation is doing everything within its power 
and facilities to rid itself and its affiliates of corrupt in- 
fluences. It has, as most of you know, adopted codes 


of ethical practices covering four specific areas of — 


activity. The first code deals with the issuance of 
charters; the second one with the administration of 
health and welfare funds; the third with racketeers, 
communists and fascists; the fourth with conflicts of 
interest between union officers and other enterprises. 
In addition to this, the federation has stated officially 
its readiness to cooperate with all properly constituted 
investigations into crime and corruption in its ranks. 
It has even gone so far as to declare improper the use 
of an important personal constitutional guarantee, 
the Fifth Amendment, by union officials, when that 
guarantee is used to conceal improper union activities. 
I know of no other economic or social group which 
has ever gone so far in expressing its willingness to 
cooperate with public agencies. 

The federation, I believe, has backed its words with 
actions against three national unions that appear to 


have fallen under the influence of graft and corrup- — 


tion. I am happy to say that under an extended dead- 


line for housecleaning, those three unions are pro- — 
ceeding to rid themselves of corrupt influences. It is’ 
worth noting, I think, that action in all of these 


spheres was undertaken before the current imves- 
tigations of the Senate Select Committee on Improper 


Activities in the Labor or Management Field got un- 


der way. It is also worth noting that the AFL-CIO has 
gone on record in favor of some remedial legislation 
in the health and welfare field, while, on the other 
hand, organized management opposes such legislation, 


and the insurance business remains hopefully silent 
on the sidelines. Incidentally, in this regard, neither — 


management nor the insurance business has estab- 


+ During the week following Mr. Hayes’ statement, the week of | 


May 20, 1957, the AFL-CIO Executive Council adopted two addi- 
tional codes of ethical practices, covering financial practices of 
unions and union democratic processes. 
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lished any standards of ethics in the health and welfare 
field. 

I believe that organized labor has the primary 
responsibility for putting its own house in order; but 
it does need the assistance of society at large to doa 
thorough job. We of labor welcome such assistance. 
We know we cannot keep our movement completely 
free of corruption while corruption continues to exist 
in other segments of society. We know that the limi- 
tations on our powers of inquiry and action make 
essential the cooperation of law enforcement agencies 
and also legislative inquiries. But our declared will- 
ingness to cooperate with official public agencies in the 
matter of corruption in our ranks does not mean that 
we have given them a blank check to do as they 
will. We believe that they as well as we should have 
certain standards of ethical conduct. 

I belive that management has an important contri- 
bution to make to the cause of ethics in the trade 
union movement. Management’s attitude toward labor 
plays an important part in the type of union which 
the employees have. A hard-fisted, anti-union attitude 
gives rise to equally hard-fisted labor unions with 
ample opportunity for the type of leadership dedicated 
more to force than to reason. That is the kind of 
leadership which breeds goon squads and gangster- 
ism. Then there is the type of management that would 
rather pay off the business agent than bargain with 
the rank and file. It, too, fosters racketeering and 
corruption. 


al 


There is cleaning to be done in houses other than 
the house of labor, if the labor movement is to rid 
itself of corruption. The holier-than-thou attitude, 
such as the one behind organized management’s objec- 
tion to the Douglas bill (which provides for public 
disclosure of welfare and pension fund finances), is 
disturbing in its implications that organized manage- 
ment intends to sit tight and let organized labor take 
all the blame. I don’t think it will work, and I think it 
will do a lot of harm. < 

Labor, or certainly the overwhelming majority in 
the labor movement, including top officials, want the 
assistance of every segment of society in the important 
task of rooting out corruption; but much of the at- 
tention that the labor movement has been receiving 
so far cannot be classified as helpful. There is no 
doubt in my mind that individuals and organizations 
who want a weak labor movement or who want none 
at all have seized upon the current hue and cry over 
corruption in labor unions as an opportunity to ac- 
complish their objectives. 

We of labor are not particularly worried about our 
normal and natural opposition. We have met this kind 
of opposition before and we probably will always have 
to face it. What does concern us is the distortion of 
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fact that is producing misunderstandings and miscon- 
ceptions among members of the general public, and 
the help, unwitting or intentional, which antilabor 
sources are receiving from the media of mass com- 
munication. It is one thing for organized labor, or 
anyone for that matter, to deal with an avowed 
enemy. You usually find out how to do that. It is quite 
another to deal with a misinformed person who con- 
siders himself your friend. 

Labor is dedicated to the task of making and keep- 
ing itself a real force for freedom and justice in the 
future development of the United States. Employers 
may disagree with some of our immediate objectives, 
including the demands presented by their employees’ 
negotiating committee the next time the contract 
comes open. But do not question the sincerity of the 
labor movement. We are sincere. We think we have 
as big a stake in the future of a free and prosperous 
country as anyone else in the United States. 


Management Bookshelf 


West Coast Collective Bargaining Systems—This series of 
short monographs deals with various aspects of collective 
bargaining on the West Coast. The followmg studies have 
been published: “Collective Bargaining in the Motion 
Picture Indusiry” by Hugh Lovell and Tasile Carter; 
“Tndusirial Relations in the Construction Industry: The 
Northern California Experience” by Gordon W. Bertram 
and Sherman J. Maisel; “Labor Relations in Agriculture” 
by Varden Fuller; “Collective Bargaining m the Non- 
ferrous Metals Industry” by Vernon H. Jensen; “Nonfac- 
tory Unionism and Labor Relations” by Van Dusen 
Kennedy; “Collective Bargaining in the Pacific Northwest 
Lumber Industry” by Margaret S. Glock; “Industrial Rela- 
tions in the Pacifie Coast Longshore Industry” by Betty 
Y. H. Schneider and Abraham Siegel; “Industrial Rela- 
tions in the California Aircraft Industry” by Arthur P. 
Allen and Betty VY. H. Schneider; and “The Teamsters’ 
Union on the West Coast” by J. B. Gillingham. “Labor 
Relations in the Hawaiian Sugar Indusiry” by Curtis C. 
Aller is to be published soon. Edited by Clark Kerr and 
Curtis C. Aller; Institute of Industrial Relations; Uni- 
versity of California, Berkeley, California; single issues, 
50 cents; complete set, $4. 


See ... Hear... Mr. Businessman—Those who are con- 
cerned with the use of films in in-plant training and edu- 
cation may be interested in a recent mimeographed 
supplement to the 1954-1955 catalogue. The supplement 
lists nearly fifty additional movie and filmsirips on a great 
variety of subjects. 

Films and filmstrips are for rent but the catalogue and 
supplement are offered for free distribution. Audio-Visual 
Cenier, Bernard M. Baruch School of Business and Public 
Administration, City College, 17 Lexington Avenue, New 
York 10, New York. 


Investment Policies under Deferred 
Profit Sharing Plans 


HERE ARE two types of profit sharing plans, 
based on the timing of the distribution of the em- 
ployees’ share among the participants. Under one— 
the current-distribution type—profits are distributed 
in cash either annually or at more frequent intervals. 
Under the other—the deferred-distribution type—the 
employee or his beneficiary does not receive his share 
until some time in the future—at retirement, or if he 
becomes permanently disabled, or when he dies, or 
if his services are terminated for some other reason. 
The employer’s contributions under a deferred plan 
are deposited in an irrevocable trust and must be used 
for the exclusive benefit of employees or their bene- 
ficiaries. The deferred profit sharing plan is governed 
by an elaborate trust agreement and must also comply 
with the provisions of the Internal Revenue Code and 
its accompanying regulations if the company and the 
participants are to obtain the maximum tax advan- 
tages. 

The employer’s contributions, which are credited 
to the individual’s account, may accumulate for a long 
period before the participant gains possession of them. 
Consequently if there are a substantial number of 
participants, the pooled resources of the fund may 
amount to many thousands of dollars. In addition to 
the profits contributed by the employer, the fund may 
also be swelled by employee contributions under thrift 
provisions (about 35% of the deferred plans studied 
provide for employee savings). Another source of 
revenue to the fund is money earned on the deposits 
of the employer and the participants. 

One of the primary purposes of the deferred profit 
sharing plan is to give the participant financial secur- 
ity in his old age. Therefore, the safeguarding of the 
funds accumulated in his behalf is a most important 
consideration. The Internal Revenue Code recognizes 
the possibility that the fund may not be invested in 
the best interests of the individual; and the code and 
the accompanying regulations specify certain pro- 
hibited transactions regarding the investment of the 
funds. If any of these prohibited transactions are en- 
gaged in, the trust loses its qualified status, as well as 
the tax-exempt status of the entire income of the 
trust. (See the accompanying box.) 


INVESTMENT POLICIES 


The investment policy pursued under a deferred 
trust is governed by the provisions of the trust agree- 
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ment. But under some plans, the wording of the pro- 
vision is so broad that the administrator of the fund 


is at liberty to buy any type of security. In a survey | 


of profit sharing soon to be published, Tae Conrmr- 


ENcE Boarp found that sixty-seven, or 45%, of 150 | 
companies with deferred-distribution plans do not | 
have any restrictions on the type of securities the } 


administrator may purchase for the fund, other than 


the restrictions imposed by the Internal Revenue | 


Code. 
Eighty-three, or 55%, of the reporting companies 


impose some limitation on the type of investments _ 


allowed, usually in order to safeguard the fund. Among 
the limitations most frequently found are the follow- 


ing: 
e Employees’ contributions may be invested only in 


securities that are legal under state laws for trust funds 
(twelve companies) . 


e Employees’ contributions may be invested only in | 


obligations of the United States Government (seventeen 
companies) . 

e The amount invested in common stock of other com- 
panies may not exceed a specified percentage of the funds, 
which ranges from 10% to 40% (seven companies) . 


e All or a portion of the funds are to be invested in 


life insurance or annuities (thirty-three companies) . 


e Funds may be invested only in “blue chip” stock (ten | 


companies) . 


e Company contributions are to be invested only in | 


securities that are legal under state laws for trust funds 
(nineteen companies) . 


e Company contributions may be invested in whole or | 


in part in federal, state, or municipal bonds (thirty-one 
companies) . 
e Funds may be invested in real estate (eleven com- 


Company Stock 


i 
; 


panies) ; or they may not be so invested (four companies). — 


Under an Internal Revenue Code provision, the — 


Internal Revenue Service determines whether a pro- 
posed purchase of the employer’s own shares is for 
the exclusive benefit of the participants. Forty-one of 
the 150 plans specifically include company stock 
among investments that may be purchased under the 
trust. 

In fact fifteen of these plans provide that 


the fund is to be invested in company stock “as far — 


+“Sharing Profits with Employees,” Studies in Personnel Policy, 
No. 162. 
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as practicable,” while seven stipulate that the fund 
is to be invested exclusively in the employer’s common 
stock. However, in order to diversify the holdings, 
nearly half of the forty-one plans provide that not 
more than a specified percentage of the fund (ranging 
from 5% to 50%) may be so invested. In contrast, 
twenty-two plans specifically forbid any purchase of 
the employers’ securities. 


PROHIBITED TRANSACTIONS 


The 1954 Internal Revenue Code lists, for the first 
time, a group of trust transactions which may result 
in the loss of the qualified status of the trust and the 
tax-exempt status of the entire income of the trust. 
These prohibited operations are defined in Section 503 
(C) to mean any transaction in which the trust: 


(a) lends any part of its income or corpus to the 
employer, without receiving adequate security and 
a reasonable rate of interest; 


(b) pays any compensation to the employer in 
excess of a reasonable allowance for’ salaries or other 
compensation for personal services actually ren- 


dered; 


(c) makes any part of its services available to 
the employer on a preferential basis; 


(d) makes any substantial purchase of securities 
or any other property from the employer for which 
the employer receives more than “adequate” com- 
pensation; 


(e) sells any substantial part of its securities or 
other properties to the employer for less than “ade- 
quate” consideration; 

(f) engages in any other transaction which results 
in a substantial diversion of its income or corpus to 
the employer. 
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Ten plans offer the participant a choice as to how 
his share of the fund will be invested. As one alterna- 
tive, he may direct the investment of his share of the 
profits in United States bonds. The other alternative 
is usually the common stock of the employer. Under 
some of these plans, a third choice is investing in the 
securities of other companies. 


DOLLAR INVESTMENTS UNDER PROFIT SHARING 


Cooperating companies were asked to break down 
the total assets of their funds (for the calendar year 
1955) into seven investment categories. In all, replies 
were received from 114 companies that gave compa- 
rable data. The combined assets of the trust funds in 
these concerns were $445,231,971. The smallest of 
the trusts has $52,000 in its till, and the largest, 
$42,884,000. 

Table 1 shows the pooled assets of these 114 con- 
cerns, classified by size of total assets. The percentage 
of investments in the various categories does not vary 
greatly among the different size groups. Cash deposits 
are higher in the smallest trust funds (9.6% of total 
assets) than in the largest ones (3.5%), as might be 
expected. 

Approximately a quarter of the total combined as- 
sets are invested in United States bonds, and a fifth of 
the assets are in corporate bonds. The proportion of 
assets in preferred stock is very small, 2.8%. 

Profit sharing authorities are always interested in 
the percentage of funds invested in the common stock 
of the employer. For these 114 companies, the propor- 
tion is about a fifth, on an over-all basis. When broken 
down by size of the fund, it is found that the larger the 
assets, the greater the proportion of funds invested 
in the employer’s common stock—from 10% in plans 
with assets of less than $500,000 to 21.6% for funds 
with assets of $5 million or more. The proportion of 


Table 1: Total Assets in 114 Deferred Profit Sharing Trusts, | 
Classified by Kinds of Assets and Size of Fund 


In Thousands of Dollars 


Assets $1,000 to Assets $2,000 to 


Total Assets Assets under $500 Assets $500 to $999 _ $1,999 i $4,999 Assets $5,000 and Over 
Kind of Assets $ % $ % $ % $ % $ % % 

Cash and deposits ........ 21,917 4.9 594 9.6 1,039 15 3,200 10.0 5,831 7.5 11,253 3.5 
United States obligations. . 113,868 25.6 2,113 $3.9 3,556 25.8 10,605 33.4 18,824 24.4 78,770 24.9 
Corporate bonds ......... 77,309 17.4 1,039 16.7 2,927 21.2 6,597 20.7 15,559 20.1 1,187 16.2 
Preferred stock .......... 12,541 28 367 59 550 4.0 2,120 6.7 2,244 29 7,261 23 
Common stock 

own company ......... 86,157 19.4 635 10.2 2,122 15.4 2,089 6.6 12,998 16.8 68,312 21.6 
Common stock 

other companies ....... 93,594 21.0 1,099 17.6 2,387 W738 5,221 16.4 15,213 19.7 69,673 22.0 
Opler assets sayin. =i 39,846 8.9 379 6.1 1,225 8.8 1,964 6.2 6,584 8.6 29,697 9.5 

Total assets ......... 445,232 100.0 6,226 100.0 13,804 100.0 31,796 100.0 77,253 100.0 316,153 100.0 

Number of companies. eee 114 26 19 Q1 25 23 
Number of participants... 194,259° 10,805” 11,871» 17,959» 42,302” 111,322» 


*Number of participants not given in five companies. 
vNumber of participants not given in one company in this group. 
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Table 2: Total Assets, Number of Participants and 
Per Capita Assets in 109 Companies 


By Size of Fund 


Total 


Number Number Assets 
° of in Thousands Per Capita 
Size of Fund Companies Participants of Dollars Assets 

Under $500,000 ....... 25 10,805 $ 5,813 $ 538.00 
$500,000 to $999,999 ... 18 11,871 13,068 1,100.87 
$1,000,000 to $1,999,999. 20 17,959 29,939 1,667.08 
$2,000,000 to $4,999,999. 24 42,302 74,811 1,768.51 
$5,000,000 and over ... 22 111,822 307,495 2,839.99 
PPOtaleres eRe dee 109 194,259 $431,126 $2,219.36 


funds invested in the common stock of other com- 
panies is about the same as for funds invested in the 
employer’s stock—slightly over a fifth on an over-all 
basis. 

Approximately a tenth of the assets are in unclassi- 
fied investments—such as real estate, mortgages, loans 
to participants and insurance policies. 


Briefs on Employee Benepits 


Women Retirees and 


N AUGUST, 1956, the Social Security Act was 
amended to provide retirement income to women 
workers at age sixty-two. By this amendment, if a 
woman chooses to retire after reaching sixty-two (but 
before age sixty-five) she receives a reduced “early 
retirement” benefit. This is a percentage of her pri- 
mary insurance benefit—the benefit she would receive 
if she continued to work until sixty-five. The primary 
benefit is decreased 5/9 of 1% for each month that 
her actual retirement precedes the month she becomes 
sixty-five. Thus, if a woman worker retires the month 
she reaches sixty-two, she receives 80% of her age 
sixty-five income. At sixty-three and sixty-four she 
receives, respectively, 864% and 9314% of her age 
sixty-five primary insurance benefit.1 
Last month Tue Conrerence Boarp asked 153 
companies with private pension plans what effect this 
OASI amendment has had on company retirement 
policy for women employees.” Practically all companies 
replied in the same vein: “We have made no changes 
in retirement policy since the Social Security Act was 


+The amendment became effective November 1, 1956, and the 
first benefits were paid December 1. 

? About six out of ten of the companies are manufacturers, two- 
thirds of them producing durable goods. About half of the non- 
manufacturers are public utilities. Almost half of the companies 
employ 1,000 to 10,000 workers. One-third employ less than 1,000 
and 14% more than 10,000. 


the OASI Amendments 


PER CAPITA DISTRIBUTION OF ASSETS 


An analysis has also been made to determine the 
per capita distribution of the assets. For the 109 com- 
panies giving comparable data, 194,259 employees 
participate in funds, which have total assets of 
$431,126,000. If these assets were to be distributed 
equally among the participants, the average amount 
per individual would be $2,219.36. But if these data 
are analyzed according to the size of the fund, the 
average per capita asset among the $5 million funds 


is over five times as large as the average per capita | 


amount in the group with less than $500,000 assets 
—or $2,840 compared to $538. (See Table 2.) 
Looking at the funds individually, only 15% have 
per capita assets of more than $5,000. In one company 
with 478 participants, the average is $12,801, the 


largest per capita asset found. The smallest per capita _ 


asset among the individual plans studied is $90. 


F. Beatrice BROWER 
Division of Personnel Administration 


amended last August. Nor are we actively considering 
any changes at the present time.” 

Only twenty (13%) of the companies either have 
changed retirement policy for women since August or 
are planning to do so. These changes, accomplished 
and prospective, are summarized below: 

Normal retirement age 

e Raised from sixty to sixty-two in two companies; 
and from sixty to sixty-five in three. 

¢ Lowered to sixty-five from seventy in two companies, 
and from sixty-eight to sixty-five in one. 


Early retirement age 


Nace 


e Added in eight companies: age sixty in five and age ~ 


sixty-two in three. 

¢ Raised from fifty to fifty-five in two companies, and 
from fifty-five to sixty in one. 

¢ Lowered to fifty-five from sixty-three in one company. 

Mandatory retirement age 

e Added in five companies: age sixty-five in two, sixty- 
eight in two, and seventy in one. 

e Raised from age sixty to sixty-two in one company, 
and from sixty to sixty-five in another; raised from 
sixty-five to seventy in one company. 

¢ Lowered from seventy to sixty-five in two companies, 
and from sixty-five to sixty-two in one. 


*The age beyond which few, if any, employees are allowed to 
continue working. 
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As these figures indicate, there have been few 
shifts of any kind in retirement policy for women since 
the federal benefit was installed. Furthermore, even 
among the twenty companies that have made changes, 
sixty-two has not become a magic age. Only in six 
companies, whose plans are shown in the table be- 
low, does age sixty-two figure in retirement policy. 
The vast bulk of companies still use sixty-five as the 
normal retirement age for women; fifty-five or sixty 
remains the early retirement age, and sixty-five is 
still the mandatory retirement age. 

‘However, in the six companies that now use age 
sixty-two, the changes obviously are related to the 
federal early retirement benefit. But the changes made 
by all twenty companies suggest that the OASI 
amendment has had an appreciable impact in two 
special situations. First, 30% (eight) of the twenty- 
six companies that had no early retirement age prior 
to last August have added one since. (Five now have 
a formal early retirement age of sixty and three, age 
sixty-two.) Similarly, about 30% (five) of the eigh- 
teen companies that had a normal retirement age 
lower than sixty-two prior to August have since raised 
the age. (Three now have normal retirement at sixty- 
five and two at sixty-two.) Or, to put it another way, 
out of the twenty companies which have changed 
retirement policy for women since August, 1956, thir- 
teen previously either had no general early retirement 


Changes in Women’s Retirement Ages Related 
to the OASI Amendment 


Six Companies 


Retirement Ages 


Now Planned? 
Company A 
| Normal retirement ................ 60 62 
Marlys retirement, = 1c.c)/ejchep-lencis yoo engl 55 60 
Mandatory retirement? ............ 60 62 
‘Company B 
ao Normal) retirement, (i. ci. .ctulyaese £3 60 62 
arly, retirement. 60... 6. clei. 6 sn 600.9 50 55 
Mandatory retirement’ ...... Sncarin 65 65 
Company C 
Normal retirement ................ 60 60 
arly sretirementict-& a: «te aos es 50 50 
Mandatory retirement’ ............ 65 62 
Company D 
Normal retirement ................ 65 65 
Warlyaretirement: 2... 3.04. (eda — 62 
Mandatory retirement’ ............. 65 65 
Company E 
Normal retirement ................. 65 65 
Barlyretirementsorcies ice seis Sasi fb — 62 
Mandatory retirement’ ............. 70 70 
Company F 
Normal) retirement) ;etercs es. ss Cdinies 65 
Fra tliy oTCRMEMERG oo. goasidoi.cWre © djojace nye — 62 


Mandatory retirement? ............. — —_ 


_ 1Few, if any, employees are allowed to work beyond this age. 
? Planned changes are in bold face. 
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How OASI Benefits Are Reduced for Women 
before Age Sixty-five 


Per Cent of Normal Benefit at Age 65 


Years Months Woman Employee Wife of Retired Worker 

62 = ed Spaeth 80. 75. 

es Neco ly Mba cal ora 80.556 75 694 

CVEDS Vani cere 81.111 76.389 

San Tee eeu 81.667 77.083 

Yet rine =: 82.222 77.778 

Date tage 82.778 78.472 

GPE See eat cine 83.333 79.167 

fe, EAA SS 83.889 79.861 

OMEES, hid = eredoene 84.445 80.556 

Oe a ciehy ae 85. 81.250 

MOSS ds Gees sys bitsy 85.556 81.944 

1A si ea ge ee 86.111 82.639 

63 SE hese reeled cite 86.667 83.333 

tiie nena eater 87.222 84.028 

COE aa 87.778 84.722 

So inagece supa ws 88.333 85.417 

AN are waht ate akan 88.889 86.111 

Pe er ees 89.445 86.806 

GOS OS 90. 87.500 

YAP ee eee tt, Hi 90.556 88.194 

Catt ee oe ea 91.111 88.889 

EG ters) Peron Bas 91.667 89.583 

Wl Oleh ee Scania oe era 92.223 90.278 

PM aa let dee ask waters 92.778 90.972 

64 eg 5 ge Ee 93.333 91.667 

Dh a A een 93.889 92.361 

Seer Ney a 94,445 93.056 

SA iti thee ad tase 95. 93.750 

A iceavctvbs, suis 95.556 94.444 

ee MER, A oP BREN 2 96.111 95.139 

Gees eanistt one 96.667 95.833 

Y fee anne Seem aaa 97.222 96.528 

{Syl SEO ek ay a 97.778 97.222 

baum MB Ss lve 98.333 97.917 

PON eee re 98.889 98.611 

De ge abba tele 99.445 } 99.306 


provision or had a normal retirement age below 
sixty-two. 

Of course, these data are not conclusive. The tend- 
ency to raise the normal retirement age of women 
(primarily to make it the same as for men) was evi- 
dent long before August, 1956. So, too, the increasing 
prevalence of early retirement provisions. But the 
data and logic suggest that the first impact of federal 
early retirement benefits centers on these two special 
cases. Companies without any early retirement pro- 
visions, and companies with a normal retirement age 
below the federal early retirement age may well be the 
first to reconsider their policies when federal benefits 
become available. 


Hartanp Fox 
Division of Personnel Administration 


Labor Press Highlights 


Unions Plan for Automation 


66 A UTOMATION is like expecting a new baby,” 
states The CWA News (Communication 
Workers of America). “You know it’s going to be 
wonderful, but you also know you have to learn how 
to prepare the formula.” Beret 
How unions view the problems of automation is 
outlined in The American Federationist by Jack Bar- 
bash, the research and education director of the AFL- 
CIO Industrial Union Department. Four kinds of job 
shifts! caused by automation are defined by him in this 
article: 


¢ External displacement—the separation of the 
worker from employment 


* Internal displacement—the separation of the 
worker from his usual job and his transfer to either 
a higher-rated or lower-rated job 


* Competitive displacement—installation of auto- 
mation in one plant causing layoffs in competitors’ 
plants 

* Opportunity displacement—no loss of jobs but 
decrease in job opportunities in the plant or in the 
industry 


While most of the public attention has been on 
external displacement, the other three, Mr. Barbash 
states, have many important implications which col- 
lective bargaining cannot ignore. 

In the light of job shifts caused by automation, the 
objectives of collective bargaining, according to the 
IUD research director, are: 


“To moderate the force of reduction in employment 
opportunities. 

“To protect the individual worker from arbitrary and 
harsh action in the transition period by insisting on the 
participating role of the union in the administration of 
the technological change. 

“To prevent the impairment of earning opportunities. 

“To enforce safe working conditions. 

“To conserve the skill standards of a craft. 

“To protect union jurisdiction.” : 


To implement these objectives, Mr. Barbash says, 
unions are paying close attention to the following 
types of contract provisions “designed to protect and 
maintain wage income in a period of accelerated tech- 
nological change”: 


+ These shifts were first described by Nat Weinberg. Mr. Weinberg 
was formerly the UAW research and engineering director and now 
is special projects director, reporting directly to President Walter 
Reuther. 
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1. Guaranteed annual wage and supplementary | 


unemployment benefit plans are important. “Improve- 
ment factors,” a shorter workweek, and dismissal pay 


are other union demands cited as being at least in part | 


a response to automation. 


2. Some unions are demanding the adoption of | 
company-wide bonus systems. Others, like the UAW, | 


will strike over production standards in order to pre- 
vent a larger reduction in the labor foree—caused by 
automation—than the union feels is equitable. 


3. Seniority is also looming larger. Preferential 


hiring of displaced workers on a company-wide and | 
even intercompany basis is being asked for by some | 


unions. 


4. To prevent or minimize unsatisfactory “internal | 
displacements,” unions are pushing for more control | 


over training programs. Unions argue that if manage- 


ment controls training, then it will have complete ~ 


control over who will be kept once automatic ma- 
chinery is installed. Consequently, some have included 
training provisions in their union contracts. 

An example of a training provision is the following 
clause from an agreement negotiated by the Com- 
mercial Telegraphers Union: 


“The company agrees that when for any reason changes 
in its operating and technical methods of practices re- 
quire additional knowledge and skill on the part of its 
employees, such employees will be given opportunity to 
study and practice to acquire any knowledge and skill 
necessary to retain their employment, provided the in- 
dividual can qualify for the new work within a reason- 
able training period, due recognition being given to the 
difference in aptitude in various employees. The company 
agrees to furnish the necessary instruction at such em- 
ployee’s prevailing rate of pay.” 


5. Collective agreements also include provisions 


for automation committees and automation clauses. 
One automation clause is contained in a Bakery 
Workers’ contract and states that: 


1. The right of management to introduce technological 
innovations after notice to, and discussion with, the union 
of the prospective effect on employment, earnings, and 
conditions of work. 

“2. No employee shall lose his employment or job clas- 
sification or suffer a reduction in the rate of pay by rea- 
sions of such changes in production.” 

3. Any resulting increase in productivity reducing the 
labor unit cost shall have the effect of reopening the wage 


rate provisions of the contract irrespective of any other — 


provision on the subject. 
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4. If the parties are unable to reach agreement after 
thirty days, the dispute will be submitted to arbitration. 


A joint automation committee is provided for in an 
IUE contract. The committee’s functions are: 


“a. To study the effect of [automation] changes on the 
utilization of manpower. 

“b. To study the data on technological changes as they 
occur, and the effect on manpower requirements. 

“c. To make such recommendations as are agreed upon 
to extend the benefits of automation to employer and 
employee.” 


6. A re-examination of methods of wage determina- 
tion is also being called for by certain unions. For 
example, James Carey, IUE president, has said that 


present job evaluation schemes may not be adequate 


for the automated operations; the relative factors and 
weights must be revised. “As an example, a much 
greater weight should be given to the factors of ‘re- 
sponsibility for equipment’; ‘responsibility for mate- 
rials and products’; visual effort and mental tension 


and fatigue. In addition we should seek to have added 


on an additional factor—‘productivity of the equip- 
ment.’ This is especially important if the corporation 
attempts to end the incentive systems and place the 


operations on day rates.” 


Other Unions Have Their Say 


Automation also concerns the railroad worker. The 
president of the Brotherhood of Railroad Trainmen, 
W. P. Kennedy, announces in the Trainman News 
that “automation is the most serious threat and the 
most promising opportunity of the 20th century.” Mr. 
Kennedy fears that the gains in productivity in the 
railroad industry are not being shared fairly with the 
workers. He states that workers are ready to cooperate 
with management in speeding up production, but 


Management in turn has not always cooperated— 
particularly in the failure “to work out adequate job 


displacement programs.” 

The hardest hit workers, Mr. Kennedy states, are 
the oldest workers with the most seniority. He there- 
fore suggests earlier retirement programs and ade- 
quate severance pay. He also favors a program of 
transferring workers from one division to another, or 
from one railroad to another, where skills are trans- 
ferable. The Railroad Trainmen president further 
recommends the institution of a retraining and reloca- 
tion program under federal guidance for those who are 
displaced by automation in the railroad industry. He 
also believes increased unemployment compensation 
will help. For those who are not displaced, Mr. Ken- 
nedy states, the benefits of automation should be in 
the form of more pay and shorter working hours, and 
he predicts that these items will be brought forth in 
future negotiations. 

The president of the Office Employees International 
Union, Howard A. Coughlin, according to the AFL- 
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CIO News, also discussed automation at a recent 
convention of his union. He called upon the assembled 
delegates to include clauses in white collar union con- 
tracts that provide for the retraining of employees 
displaced by automation. Protection against the in- 
stallation of machines in offices should be sought by 
the white collar union, Mr. Coughlin continues, to 
prevent layoffs and to establish “substantial” sever- 
ance pay and pension programs. 


No-Raiding Agreement 


AFL-CIO Secretary-Treasurer William F. Schnitzler 
reported in News from the AFL-CIO that 122 cases 
had been processed under the AFL-CIO no-raiding 
agreements from July 9, 1954, to May 15, 1957. Of the 
122 cases handled, twenty-nine went to the impartial 
umpire, David L. Cole, and eighty-eight were resolved 
through negotiations. Mr. Schnitzler comments that 
the unions’ experience with the agreement has been 
“highly satisfactory,” while Mr. Cole comments that 
the agreement (signed by 103 of the 138 affiliates of 
the AFL-CIO) “has been effective.” 

In the related field of jurisdictional disputes, 
Howard Coughlin, president of the Office Employees 
International Union, has urged the AFL-CIO to 
establish a tribunal to settle jurisdictional disputes 
among affiliates, reports Labor’s Daily. Mr. Coughlin 
told delegates to the recent convention of his union 
that the OEIU will not agree to any jurisdictional 
settlement unless such a tribunal is formed. 

The president of the OEIU pointed out that the 
AFL-CIO merger, which guaranteed the existing 
jurisdictions of all unions, has caused much “over- 
lapping.” This has affected OEIU’s organizing drives, 
said Mr. Coughlin, because both his union and the 
former CIO industrial unions claim office and clerical 
employees in industrial plants. 


Major Medical Insurance “Not Enough" 


The AFL-CIO charges that major medical insur- 
ance may be a “barrier” rather than a help in provid- 
ing financial protection against illness. In a new 
pamphlet, “Catastrophic Illness Insurance” (described 
in Labor’s Daily), the AFL-CIO goes on to say that 
“at its best, major medical expense insurance is a 
useful supplementary insurance only when compre- 
hensive care is already provided for the union mem- 
ber. At its worst, it is a frill that diverts funds from the 
basic coverage where protection is most needed.” The 
latter, the paper asserts, results from the deductible 
feature in the insurance that eliminates small claims 
and relies on co-insurance “to give the insured an 
interest in keeping claims down.” 

Apert A. BLUM 
Division of Personnel Administration 
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Canadian Labor Press Highlights 


Organization 


Organization was the main topic at the first meet- 
ing of the general board of the Canadian Labour 
Congress.! According to the CLC News, Organizational 
Director Joe MacKenzie told the board that 2.5 million 
Canadian workers are potential union members, of 
which about 650,000 can be described as white collar. 
However, over the last ten years, unionization in 
Canada has barely kept up with the growth of the 
work force: CLC figures show that in 1946 the number 
of workers covered by union agreements equaled 33% 
of the nonagricultural work force; the figure was 407% 
in 1952, and 39% in 1955. 

Currently the percentage of unionization on an in- 
dustry basis ranges from 83% in transportation, stor- 
age and communications to less than 1% in finance, 
insurance and rea] estate. In manufacturing, the CLC 
figures indicate the range is from 26% to 28% for 
such industries as wood products, leather products, 
food and beverages, and chemicals; from 60% to 657% 
for tobacco, rubber, and paper products; while the 
most highly organized is transportation equipment 
with 77% of the workers covered by agreements. Geo- 
graphically, the CLC’s figures show British Columbia’s 
51% unionization is the highest, while the prairie 
provinces are least organized, with 277.7 

Organization was also the main subject at the na- 
tional policy conference of Canadian Steelworkers. 
As reported in Steel Labor (Canadian edition), the 
national director of the Steelworkers, William Ma- 
honey, told the meeting that while Steel’s greatest 
challenge is to organize the unorganized, another im- 
portant organizing task is mining and smelting. Mr. 
Mahoney claimed that at present the Steelworkers 
“represent more people than the only other union 
functioning in this field—a union which is outside the 
main stream of the trade union movement... .” 

The International Union of Mine, Mill and Smelter 
Workers (the union referred to) countered in the 
Mine-Mil Herald by suggesting that the 58% figure 
for organized workers in their industry could be im- 
proved if the Steelworkers’ union stopped “its in- 
vasion and disruption in every new mining camp 
where the workers are organizing themselves into 
Mine-Mill.” 


+The general board is an advisory body to the CLC’s executive 
council. It is comprised of the council and one representative from 
each of the affiliated unions. It meets in alternate years when there 
is no CLC convention. 

*The figures quoted by the CLC News and discussed at the 
general board’s meeting were prepared by the CLC’s research staff 
and presented in a booklet called “The Extent of Union Organiza- 
tion in Canada.” 


Similarly “outside the main stream of the trade 
union movement” and also concerned with organi-| 
zation is the United Electrical Workers’ union. The 
UE Canadian News claims that eight new plants have’ 
been organized in the past six months, bringing UE’s 
membership in Canada to 25,000. 


CLC's First Suspension 


Recently the CLC executive council suspended the 
International Union of Operating Engineers. This is} 
the first union to be suspended by the merged con- 
gress. According to the CLC News, the disciplinary 
measure was taken because of the union’s raiding} 
practices. The newspaper says the action followed} 
twenty-four complaints from twelve different unions, }} 
with most of the reported raids occurring in Ontario. 

In January of this year, the Operating Engineers’ 
executives had been warned to end the union’s raid- 
ing. But they failed to do so, and consequently the 
union was suspended. 

The suspension of the Canadian IUOE will be re- 
viewed by the CLC convention next April. But the } 
B. C. Lumber Worker (International Woodworkers 
of America) reports that the suspension will remain : 
in force until the Operating Engineers can prove to 
the CLC that they are prepared to meet the obliga- 
tions of no raiding imposed by the CLC constitution. : 
The union has approximately 10,000 members in 
Canada. 


Labor's Political Views 


The last issue of the CLC News prior to the federal 
election printed the official statement of the CLC 
executive council which said, in part: “We urge our | 
membership most strongly to support such candidates - 
as will, if elected, initiate and vote for the immediate | 
implementation of a comprehensive program of healt 
care and who will support the legislative program o 
the Canadian Labour Congress.” : 

Although there was some speculation last year whe F 
the CLC was formed as to whether organized labo: 
might back a particular political party, only a few 
labor groups officially did so. The newly merged On- | 
tario Federation of Labour, along with local labor 
groups in such centers as Windsor and Hamilton, 
were reported in the labor press as supporting the 
Cooperative Commonwealth Federation. But th . 
unions on the whole used their publications to urge 
their members to vote for whichever candidates 
promised to support the union’s legislative aims. 

Sumiey Mannie 


4 
SON. 


*¥For earlier union discussion of Canada’s health program, see 
Management Record, March, 1957, p. 98. i 
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Significant Labor Statistics 


1957 1956 Percentage Change 
| | Month | Month 
April Mar. Feb. Jan. Dec. Novy. e 

Oe Oe ny eee ee 1953 = 100 103 | 103.7 oe 103.4) 103. | 103.2 o. 9 

SI TS Ee ie cc ek we 1953 = 100 100.4) 100.5) 100.2) 100. 100.5 iT 5 

Ste et GG oa canes Cae 1953 = 100 105.2) 104.8) 104.5) 103. 103.6 6 <4 

TSU 2 Lo a ene eee 1953 = 100 101.0) 100.9} 100.8) 100 100.7 ae a) 

Sh. 6" eee 1953 = 100 107.3) 107.7) 107.8} 107. 107.7 A 2 

DSi ts + valet 236 0 1953 = 100 106.1) 105.8) 105.5) 105. 103.2 8 6 

Purchasing value of dollar............. 1958 dollars 96.4) 96.5) 96.7) 96. 96.9 8 8 
eT eee 1947-1949 = 100 118.9} 118.7] 118.2} 118.0) 117.8 


yyment Status! 
Civilian RPRAPTOECE Sis ews xn sea thousands 67,732) 67,846) +1.4 1 
1 oh. eee thousands 65.269) 65,288) +1.44 —0.1 
SRE Serres. See aes thousands 192 146) +15.7) —6.8 
Mosapritatice’l industries... ........ thousands 76 +0.7 
IDEA TA) 2) 6 Seer ao See eee thousands 44.1 
ae: thousands 52.484) 51,578) +0.2) +1.5 
2 SE SH a See thousands 17,151} 16,730) —0.7) —0.3 
Ge perl, oil ty = Se ea Rn thousands S11 $06; —0.4) +3.0 
Ware See ae ERE SS thousands 3491) 297 +5.1) +3.2 
el thousands 4,170) 4,149) +0.1) +0.3 
a a Se | eS thousands 11,496) 11126; —O.1) +2.6 
PPA RI ee SOL. thousands 2,318} 2299) 0.6) +1.5 
ee te a acto aes spies ots bes thousands 6,010) 6282) +1.0) +3.4 
i) See thousands ; 2 2.1 


tS ee thousands —1.8 

<2 yt ee eee thousands —1.1 

BERR Sete Meanie Sc thousands —2.7 

ETE re iis Be 9 CS number 39.8) 40.1 t —0.75 

sa oe ee number 40.5 40.8 é —1.5 

Shnehis ce oo ge> ess =U number 38.8 $9.1 89.6} 39.0 0 —0.5 

Sete wis. hoes Stew i} 2 dollars 2.06 2.05 2.05 2. 2.038 1.96 0 +5.1 

Oe. SAAB AS Geese dollars Se 2.17 2.17 8. 2.16 2.08; —Q. +4.3 

Seb se see eee E Se ee ese dollars af 1.86 1.86 & 1.85 1.80) +0, +4.4 

AS A RE Se dollars $1.99 $2.41) 82.21) Ss. $2.42) 78.40); —0 +4.3 

Hirt i \ ape tk ae es dollars 88.29) 88.75} 88.54) QI. 88.99) 84.86) —1 +2.8 

+ SoS ae ae dollars 72.56 73.10) 72.73) 74. 73.26) 70.20) +0 +3.9 

ha ee oe A Se dollars 2.01 1,99 1,99) $2 1.97 1.91 0 +5.2 

suas. “Sa Soe Se See dollars 2.11 2.1 2.10 2. 2.08 2.01 0 +5.0 

oo Sot OR Se dollars 1.838 A. 1.82 Be 1.81 17 —0.5) +4.5 

ERR bIN: Uh Ss SIONS 6 6 sais per 100 employees $.8 3.7 Qo | —10.8 

4 SE eee eee per 100 employees 1.3 1.6) +7.7] —12.5 
(boy. tk. eS ea per 100 employees 0.3 0.3) +50. Q 

Pimerewer hs Soke s iat SER. LS. per 100 employees 1.5 1.6) —6.7} —12.5 

7 i per 100 employees 2.9 $3.3} +3.6) —12.1 


ith J; , 1957, t stat 
wil ery, erent us figures 


u idea ng Ene = 
fel sigitly matin dl socis] i baie lag justment affects all figures since February, 1956. 
Bars of Labor Statsticn ave sot noon cod cctv to ft aah eeorance ae A Less than 05% chan 


Consumer Prices and the Use of the Index 


After a look at the May price picture, the consumer price index is appraised 
in terms of what it actually measures as well as some of its misuses 


HE RETAIL PRICE LEVEL, as measured by 

Tue ConrereNce Boarp’s consumer price index, 
continued its steady rise as a 0.2% increase was 
recorded in May. The all-items index for the United 
States reached 104.1 (1953 = 100)—an increase of 
0.2% over April and 2.9% over the year-ago level. 
The May advance constituted the fifth consecutive 
rise for the year, bringing the total price gain for 1957 
to 0.9%. 

As a result of the price increase, the purchasing 
value of the consumer dollar fell 0.2 cent in May, 
1957, to reach a new all-time low of 96.0 cents (1953 
dollar = 100 cents); this was 2.8 cents below the 
May, 1956, figure. 

The May rise in the price level was caused primarily 
by seasonal increases in food prices. The food index 
rose 0.5% over the month, while sundries and apparel 
registered lesser gains of 0.2% and 0.1% respectively. 
Housing and transportation costs, on the other hand, 
remained unchanged over the month. Thus, with the 
exception of food, May was a month of relative price 
stability. 


Food Seasonally High 


The erratic behavior of food prices in the last five 
months may be considered a thing of the past (at 
least for the time being) as this group entered its 
spring-summer upswing in May. The main push for 
this seasonal increase came from fresh fruits and vege- 
tables, which recorded price hikes of 4.0% and 5.9% 
respectively. These substantial increases were tem- 
pered somewhat by continued declines for frozen 
produce. The total fruits and vegetable index thus 
rose only 3.3% over the month. 

The continued recovery of meat, fish and poultry 
prices (up 0.9%) contributed substantially to the 
May increase of the food index. This latest advance 
brought this subgroup to 2.4% above its January, 
1957, low. Beef (up 1.8%) was largely responsible 
for the May advance. However, the longer-term re- 
covery is mainly attributable to stronger pork prices, 
which in May had risen 4.2% since January, 1957. 
Poultry prices, which had recently recovered some- 
what from their spectacular lows in 1956 and early 
1957, reversed the recent uptrend and again started 
to slide back to bargain levels. 

Manufactured dairy products and bakery and cereal 


products continued their slow, steady climb; they } 
rose 0.2% and 0.8%, respectively. However, fresh } 
milk and eggs (down 1.4% and 1.2%) were consider- | 
ably cheaper over the month. As a result, the total | 
dairy products and eggs group fell 0.9%. The “other |} 
food at home” group was off 0.7%. Lower prices for } 
most of the items that make up this group (the largest | 
of which was a 2.3% drop in coffee prices) more than 
offset the continued upward movement of sugar prices. | 


The Other Components 


The sundries index, which registered the largest 
increase of the nonfood groups, was only slightly higher | 
in May. Increased charges for medical care, personal | 
care, and recreation were responsible for the 0.2% | 
advance of this index. Alcoholic beverage and cigar- | 
ette prices remained at their April levels. 

Apparel costs were fractionally higher as men’s | 
clothing prices and shoe repair and dry cleaning con- | 
tinued to inch up. Men’s apparel, which increased dur- } 
ing thirteen of the last fourteen months, has been 
primarily responsible for the steady uptrend of the | 
apparel index—especially since the cost of women’s | 
apparel has remained unchanged over the last three | 
months. 

Housing and transportation costs remained at their — 
April levels as fractional increases within these groups 
were balanced by equally small decreases. The only ~ 
exception occurred in the housing group, where solid — 
fuels were a substantial 2.4% cheaper. This decline | 

. i 
was augmented by fractional decreases for floor cover- 
ings, household textiles and appliances. But slight ~ 
advances in the cost of rents, gas, electricity and_ 
household operations cancelled these decreases. Within © 
the transportation index, public transportation charges — 
remained unchanged, while slightly higher car prices 
were counterbalanced by lower automobile upkeep 
charges. 


Change Over the Year 


Compared with a year ago, the consumer had to 
pay substantially more for all commodity groups. The 
food dollar lost most in value during the year; it was 
down 3.5%. All food groups in the index shared in 
this price rise. Meat, fish and poultry, up 6.1%, 
showed the largest increase, with pork and beef (up 
13% and 9% respectively) more than offsetting a 
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%% drop in the price of poultry. Cereal and bakery 
products, inching up almost inperceptibly month by 
month, accumulated a 3.7% increase over the year. 
The “other food” group was up 3.3%, fruits and vege- 
tables 2.97%, and dairy products and eggs a relatively 
negligible 0.3%. 

The rise in transportation costs, which amounted 
to 3.2%, received its strongest impetus from higher 
private transportation charges (up 3.3%). Public 
transportation was up 2.5%. 

The housing index took third place, with a 2.7% 
rise. Fuel costs, up 7%, showed the largest increase. 
All other parts of the housing group recorded smaller 
advances. 

Higher medical care costs were the primary reason 
for the 2.6% advance of the sundries index. Personal 
care, alcoholic beverages and tobacco, and recreation 
costs all contributed to a lesser degree to this advance. 

The apparel index registered the smallest increase 
among the main commodity groups; it was up 1.5%. 
Men’s clothing prices were 2.3% higher over the year, 
but the cost of women’s apparel—up only 0.3%—had 
a steadying influence on this index. 


CPI—WHAT IT IS AND WHAT IT MEASURES 


_ The continued gains made by the consumer price 
index since May, 1956, have rekindled interest in its 
real function—the measurement of inflation or defla- 
tion in the economy. Therefore, a review of some of 
the characteristics and limitations of a price index 
might prove helpful to those who use it in reaching 
decisions on personnel or business policy. 


The Short and Long Runs 


_ The index is designed to measure the price move- 
ment of a fixed market basket of goods and services 
from month to month and from year to year. How- 
ever, in assessing purchasing power on a monthly basis, 
the index can be misleading, as these changes are often 
at least partly seasonal in nature 
_ Seasonal patterns are most apparent in three com- 
modity groups: food, apparel, and transportation. 
Food reaches its peak in the summer months. On the 
‘other hand, apparel is high in early fall and spring; 
land the transportation index reaches its peak in No- 
lvember with the arrival of new car models on the 
market. But, since apparel and transportation are each 
only about 10% of the total index, each one’s influence 
on the movement of the over-all index is about a third 
that of food—which has a weight of approximately 
29%. : 
The current increase in the all-items index provides 
an example of the spreading of seasonal price change 
from the individual commodity level to the composite 
index. The increase of 0.2% in~the all-items index 
between April and May, 1957, was primarily a re- 
sponse to the 0.5% increase in the food index as it 
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moved toward its seasonal high. In turn, fresh fruits 
and vegetables, as a group, are largely responsible 
for the current increase in the food index. And at the 
individual commodity level, apples, oranges and 
potatoes—which are important in family food con- 
sumption—show large gains in price in this season. 
Since individual fruits and vegetables carry an im- 
portance in the index based on annual consumption, 
the price movement of apples, oranges and potatoes 
has a considerable effect on the group index. 

However, there is no doubt that food prices as a 
whole have moved ahead over the year. The index 
is now 3.5% above May, 1956, while fresh fruits are 
up 2.97% and fresh vegetables 2.3% for the same period. 

The movements of both the housing and sundries 
indexes in recent years have been characterized by a 
slow and gradual upward trend. Although many of 
the housefurnishings commodities in the housing index 
do exhibit some seasonality, prices for these goods 
have generally been weak, particularly in the case 
of durables, where purchase can be deferred. 

It is in the so-called services, such as rent, home 
repair, medical care and personal care that creeping 
advances have been made in the postwar years. And 
these have been responsible for the steady rise in both 
the housing and sundries indexes. Whether this upward 
movement will continue and prove to be a companion 
of a high-level economy is not yet clear. 


Limitations of the Index 


The price changes that are reflected in the index 
have some theoretical qualifications which are often 
disregarded in practice. First, users should keep in 
mind that the index is designed to measure prices in 
terms of the buying habits of wage-earner families; 
therefore this indicator is only a general guide to 
changes in the purchasing power of other groups in 
the population—for example, those with high incomes 
or those who have retired. Second, the index is a 
measure of urban price change. And third, the ten- 
dency to endow the index with the precision of an 
instrument such as the micrometer is a mistake. A 
monthly increase of 0.1% does not necessarily mean 
that prices are really advancing. Only after a succes- 
sion of small changes can it be said that there is really 
a shift. in the price level. 


What the Index Does Not Do 


In spite of the fact that no one has ever really 
measured the full change in the cost of living, news- 
paper headlines continue to say that the cost of living 
is up or is down, based on the changes in the consumer 
price index. This mix-up in terms has probably come 
about because the consumer price indexes were official- 
ly called cost of living indexes up until the last decade. 
And despite the official change in title, in common 
parlance cost of living is still used to refer to price 


Consumer Price Index—United States | 
Cities over 50,000 population 


1953 = 100 
FOOD HOUSING i 
ALL li] 
ITEMS Cereal, Fruits, a 
Bakery | Products, Vege- Food at ie 
Products tables Home Gas Elec- | 
tricity) 
1955 November........ 100.7 98.0 a 104.4 97.7 98.0 105.6 102.0 106.6 105.0 101 {l 
December......... 101.0 97.9 9 104.4 98.3 99.7 105.9 102.1 106.8 105.3 101 ‘| 
1955 Annual Average... 100.3 98.3 8 104.4 94.5 99.8 106.2 101.5 106.1 105.2 101 4 
1056) January -...cskinatit 101.1 97.5 A 104.9 98.5 99.7 105.7 102.2 106.8 108.97} 101.98 
Februaryiscs cae 101.1 97.3 .0 104.9 96.9 101.5 105.3 102.4 107.1 108.97} 101.9 
Miarchope s Acs sani e 101.1 97.0 4 104.9 96.0 LOL27 105.8 102.6 107.2 108.97} 102.4 
Aprile: .cietione 101.0 97.0 a 104.9 94.7 102.4 106.4 102.6 107.5 109.17} 102. | 
Whaiys's io tncetea sees 101.2 Ur ARrE .O 105.0 94.4 105.6 106.7 102.6 107.6 109.17] 102.@ 
SOLE ota Ben ercvidaet nts AO1.7 99.2 9 105.3 94.3 Leet 107.4 102.7 107.7 108.97} 102.G% 
suliys, Meese: cso 102.1 100.1 9 105.5 95.1 114.2 108.0 102.8 107.9 106.0 102.G) 
Aig UstiN sue seeee ice 102.3 100.4 fs) 105:.7 96.5 100.8 108.5 103.0 108.0 106.1 102.) 
September........ 102.4 100.3 6 105.8 97.4 105.8 109.1 103.3 108.1 106.5 102. | 
Octobers a. teats 102.7 100.8 ap 106.4 99.0 102.7 109.7 103-4 108.4 106.5 102. 4p 
November........ 103.2 100.5 .5 106.6 99.7 102.4 110-1 103.6 108.5 106.8 102. 
December......... 103.2 100.5 6 106.8 99.1 103.3 110.4 103.7 108.6 106.5 102.4) 
1956 Annual Average... 101.9 99.0 Rif 105.6 96.8 105.2 107.8 102.9 107.8 107.7r} 102 
LOST January. wejo- cistern 103.4 2 nah 107.1 97.8 104.1 110.8 104.5 108.7 109.5 102. aif 
February......... 103.6 .5 A 107.7 97.2 104.8 111.1 104.8 108.9 109.5 102.2) 
Marchi: tee croc 103.7 A 4) 108.1 96.4 104.2 111.1 105.2 108.9 109.6 102.2 
patos eS eeanme innit Be 103.9 6 pal 108.6 95.6 105.2 111.0 105.4 109.4 109.4 102.2) 
Mave thi ortesbicts © 104.1 a 9 108.9 94.7 108.7 110.2 105.4 109.5 109.5 102.3) 
{ 
HOUSING (continued) APPAREL | 
PUR- {) 
TRANS- CHASING 1 
POR- SUNDRIES] VALUE Purchasing | 
Furnish- Other Men's Women’s | TATION OF AllItems | Value of All Items}) 
ings, Household Total Apparel Apparel DOLLAR | (January January, (1947-49 |) 
Equipment | Operations 1939 =100) 1939 = 100) i 
Dollar i 
1955 November........ 98.9 101.5 99.3 99.7 98.4 102.9 102.7 99.3 182.9 54.7 114, i 
December........ 99.2 101.7 99.3 99.7 98.3 104.7 102.9 99.0 183.4 54.5 114.9) 
1955 Annual Average... 98.4 100.9 99.0 99.4 98 .4 101.1 102.0 99.7 182.2 54.9 114.2) 
1956 January.......... 99.3 102.0 .o 8 .0 105.8 103.1 98.9 183.6 54.5 115.0} 
Kebruary?: ee: 99.5 102.1 3 9 aS 105.3 103.4 98.9 183.6 54.5 115.0), 
Mareh2 igus ian 99.4 102.3 4A 9 2 105.1 103.7 98.9 183.6 54.5 115.0}) 
Aprilia aesisrseys wale 99.3 102.2 6 ait a8) 104.4 103.7 99.0 183.5 54.5 115.04) 
Mavicun acinar 99.1 102.4 wG 3 ak: 104.1 103.8 98.8 183.9 54.4 115.2} 
IUMC. tate vies uence 99.1 102.4 .9 5 4) 103.9 103.9 98.3 184.7 54.1 115.8} 
LLY. eeheeite cies 99.0 102.8 .0 oh ~2 104.0 104.2 97.9 185.4 53.9 116.2} 
AMPUSEY loses oi 98.9 103.0 32 ol io 103.9 104.5 97.8 185.8 53.8 116.4). 
September........ 99.3 103.6 ro .6 #2 104.1 104.7 97.6 186.0 53.8 116.6) 
October.......... 99.3 103.6 25 aa 3 104.1 105.0 97.4 186.5 53.6 116.9} 
November........ 99.5 103.7 ac .0 aS 107.7 105.2 96.9 187.3 53.4 117.44) 
December........ 99.8 103.8 af wk 12 107.9 105.4 96.9 187.5 53.3 117.5) 
1956 Annual Average... 99.3 102.8 .9 8 32 105.0 104.2 98.1 185.1 54.0 116.0) 
1967 January 3554 caceer 99.8 104.5 8 i) ab 8 Fes) sith 187.8 53.3 117 Ty 
February......... 100.0 104.8 9 8 4 7 8 <o 188.2 Soak 117.9} 
Ae RIEe catene 100.4 105.2 .0 A 5 8 aif 4 188.4 §3.1 118.1} 
wiesete Bich s Sak ayes a) 105.3 1 .5 .5 4 73 2 188.7 53.0 118.3 
Eee OEE G A 105.5 2 6 a) 4 5 .0 189.1 52.9 


118.5) | 


Consumer Price Index—United States 
Annual Averages 1914-1956" | 
1953 = 100 


‘| I 


Purchasing Purchasing Purchasing Purchasing | 
Year AllItems | Value of Year AllItems | Vaue of Year All Items Value of Year AllItems | Value of | 
Dollar Dollar Dollar Dollar | 
eae ee ae cs a 
AOL alte oe 40.3 SABIE LOR ters ae. 67.8 147.5 || 1986. ...... 54.8 ISQs5 ASAT Sy iets 84.7 118. 
OVS ante 40.0 250.0°}| 1926.0...) 68.3 146.4 || 1987....... 57.2 174.8 |} 1948....... 90.1 111.0 
TONG es ss 43.0 SEPA ODT) es ae 66.9 149.5 || 1988....... 55.7 LOE Sei 94S Shei. 88.8 112.6. 
GU by 63 © are 51.8 194:/9"!| 192820 205 3.. 65.9 TOUT | LOSS Se nares 55.0 LSE IS 1950 3. oe 90.0 111: 
UOIS 2). cay) 59.5 168::1)| 1929505. 2. 65.6 152.4 |} 1940....... 55.4 180.5 || 1951....... 97.0 108.1 
TOTO. ees ie LEO 147.9 || .1930....... 63.4 LOT TON GA eco e 58.3 DApouH L959. aes 99.5 100.5 
W920 ee ahs 17.8 TIS ROO LOSS mun 57.0 175.4 || 1942....... 64.5 155.0 |} 1953....... 100.0 100.0 | 
MOST. 243 stor 66.8 149.7 |) 1982.02.00. 50.9 196.5 || 1943....... 68.2 146.6 }} 1954....... 100.2 99.8 
TORS a aisten 63.6 157.2 WW A938s. oo... 49.0 204.1 || 1944....... 69.1 144.7 || 1955....... 100.3 99.7 
NORD nae 65.4 Y5229 4) V9840. 2. 61.8 193.1 || 1945....... 70.2 142.5 || 1956....... 101.9 98.1. 
b Rhctesils ess 66.1 151.38 7iginiesanahe 58.6 186.6 Be ak tas 74.9 183.5 | 


a ees from 1914 through 1919 are for the month of July only and are not annual averages 5 
r Revised. 


Consumer Price Indexes for Individual Cities 


NOTE: These indexes show changes in consumer prices only. They do not show intercity differences in price level or standard of living. 


Cities Surveyed Monthly 


Ex Percentage = 
1953 = 100 Gens 1953 = 100 Nee ey 
Apr. 1957 | May 1956 Apr. 1957 | May 1956 
May 1957 | Apr. 1957 | May 1956 to to May 1957 | Apr. 1957 | May 1956 to to 
May 1957 | May 1957 May 1957 | May 1957 
Chicago Los Angeles 
AlliTtems 2s 22/csils 4. 106.3 106.0 104.0 +0.3 +22 | -AlliTtems:ly. : sce. : 104.4 104.4 100.4 0 +4.0 
OU. BY ciccstecae iio 102.9 101.8 100.2 +1.1 +2.7 Roods vicky c eae: 101.4 101.3 96.8 +0.1 +4.8 
Housing... ../.... 109.9 110.0 107.9 —0.1 +1.9 Housing ...5.0.52... 104.6 104.7 102.4 —0.1 +2.1 
Apparel. s76 hens oc. 101.2 101.2 100.4 0 +0.8 Apparel 2). /es. ton 101.7 101.4 99.0 +0.3 +2.7 
Transportation..... 107.4 107.4 103.3 0 +4.0 Transportation..... 108.6 108.6 103.5 0 +4.9 
MUMOMES | 4.) ees 108.1 108.0 106.3 +0.1 +1.7 SUMORIES: a4 oeuista os 106.5 106.6 102.4 —0.1 +4.0 
Houston New York 
PAM TEOMIS 5 5 shwsl epe\'s, 5, 104.4 103.7 101.0 +0.7 8 A AM ems 0 oS ate ete acer 104.2 103.9 101.2 +0.3 +3.0 
God foe Pee eM 101.8 TOUS 98.2 +0.5 +3.7 BOO E wet a 101.7 100.9 97 .4 +0.8 +44 
ETO isinig)/ujels!! Sola « 105.5 104.4 102.27 +1.1 +27 Housingee ae tee 105.2 105.3 103.1 —0.1 +2.0 
Appanelor oles: 102.2 | 102.6 99.7 —0.4 +2.5 INPDARELA waiidinayevies 99.2 99.0 98.1 +0.2) +1.1 
Transportation..... 107.5 | 106.9} 103.1} +0.6| +4.3 Transportation..... HIG 2 ig LG. eo dds20 0 +2.8 
Sundries. sch. a0. 105.6 104.4 101.6 +1.1 +3.9 Sundries! £ S)o.0. 2). 105.0 105.0 102.1 0 +2.8 
Cities Surveyed Quarterly 
= Percentage = Percent 
1953 = 100 aes 1953 = 100 Che 
Feb. 1957 | May 1956 Feb. 1957 | May 1956 
May 1957 | Feb. 1957 | May 1956 to to May 1957 | Feb. 1957 | May 1956 to to 
May 1957 | May 1957 May 1957 | May 1957 
Akron Duluth-Superior 
Pbbbems iy: heen): a 104.9 | 104.5 102.2) +0.4 +2.6 | All Items............ 104.4 103.9 102.2} +0.5 +2.2 
HOO Head cpkeine aon 102.4 101.0 99.0 +1.4 +3 .4 BOON sas een aeacans 100.7 100.2 100.4 +0.5 +0.3 
Housings. + apres. « 106.7 106.5 LOS. 7 +0.2 +3.0 EV OUSINIG Hs a ete cece ss 106.5 106.0 103.5 +0.5 +3.0 
Apparels wete sce 100.3 | 100.6 99.5 —0.3) +0.8 Apparels iiickie.s wc 100.3} 100.0 98.6; +0.3| +1.7 
Transportation.....] 108.0 107.9 103.4 +0.1 +4.4 Transportation..... 107.7 107.0 103.6 +0.7 +4.0 
Summaries: fe ihf ce ons 106.8 106.7 105.4 +0.1 +1.3 SUNGTIES ) .c 0s. 5 ake ss 106.8 106.3 103.8 +0.5 +2.9 
Baltimore Richmond 
AllItems............ 104.2] 103.9] 101.2] +0.3] +3.0] AllItems............ 102.8] 102.5} 101.0] +03] 41.8 
ood vee arity esi 100.5 99.8 96.8 +0.7 +3.8 OOULER eae? 98.8 98.4 97.2 | +0.4 +1.6 
Housing oii ee. 105.3 105.4 101.9 —0.1 +3.3 Housing: ect es ss: 104.7 104.6 102.7 +0.1 +1.9 
Apparel........... Oss | n108007} 6101.4") 4-024 (41,1 | . Apparel... .......- 101.0] 101.0} 99.8 0 +1.2 
'  Transportation..... 107.8 | 107.4] 103.9} +0.4} +3.8 Transportation..... 105.4], 105.6} 102.5} —O.2) 72.8 
ie oundries:<. 0 ...).... 107. V | LOGON 10459 |) 0.2") --2.1 Sundries ese. 105.1] 104.4] 103.6) +0.7| +1.4 
(ee eee eee ee eee ee ee eee 
‘4 Boston Rochester 
MALT TUEMS)..35 5c 5086» 104.3 103.7 101.0 +0.6 +3.3 | AllItems............ 104.0 103.6 101.6 +0.4 +2.4 
Moodie: oes 100.5 99.2 96.9 +1.3 +8.7 Rood. fe ek 103.5 102.5 | [102.3 +1.0 +1:2 
Housings isan: . 106.9 106.5 102.8 +0.4 +4.0 Housing........... 103.6 103.4 100.8 +0.2 +2.8 
Apparel Mies cilcn% 4 100.8 | 100.9 99.5 =—O.1 1 sb /3 Apparel). ecank sss 100.4 | 101.0 98.7 O60 ao bee 
Transportation..... 105.4 | 105.8] 104.2} -—0.4} +1.2 Transportation..... 105.2 | 105.6] 102.8}; —0.4|] +2.3 
Sundries: foe... 107.4 106.6} 104.0 +0.8 +3.3 Sundriessnesmen bis 5 106.9 106.0 102.7 +0.8 +4.1 
Chattanooga St. Louis 
aeeAll Items. 0. 2.0... 102.3} 101.6 99.8 +0.7 +2.5 | AllItems............ 103.0} 102.5 100.9 +0.5 +2.1 
Bb Foodies eg.iri aciect. 97.5 96.1 95.3 41.5 +2.3 OOd Ata eis Bis es 100.1 99.5 98.7 +0.6 +1.4 
Housing siti cx 005 102.1 102.0 100.9 +0.1 +1.2 rousing) oly maja 103.3 103.3 101.2 0 +2.1 
Apparel. ..o 2... . 104.2] 104.6 101.4 —0.4 2.8 Apparel. 2000) 3% 103.4 102.3 100.4 +1.1 +3.0 
Transportation.....| 108.5 107.5 103.6 +0.9 +4.7 Transportation..... 105.5 105.1 103.4 +0.4 +2.0 
Sundries. fsyecre. «< 106.7 105.1 102.8 +1.5 +3.8 Sundries... a5 s0-4+ 105.1 104.5 102.4 +0.6 +2.6 
Dallas San Francisco-Oakland 
ALT emis eee os 102.9 |} 102.6} 100.4 +0.3 +2.5 | AllItems............ 105.2} 104.8} 102.7 +0.4 +2.4 
LXcfo%e eo ae 99.5 100.0 98.0 —0.5 +1.5 BOOd eb vmenayicanitnt 103.1 102.7 100.4 +0.4 +2.7 
Housing’ ts... 103.4 102.8 101.0 +0.6 +2.4 Housing!) cee cs 105.1 104.7 103.2 +0.4 +1.8 
Apparel isn. ks 101.6 101.7 99.1 —0.1 +2.5 Apparel: {3.45 i. 101.9 10U.'7 100.3 +0.2 +1.6 
Transportation..... 104.7 104, 4 101.6 +0.3 +0.3 Transportation..... 105.6 105.2 102.7 +0.4 +2.8 
SUBURIES ai cs ys <. 106.0} 104.7 | 102.4 +1.2) +3.5 Sundries. \\0 acs 109.9 109.5 106.6} +0.4 +3.1 
Detroit Wilmington 
All Items........./... 105.7 105.0. 103.2 +0.7 +2.4] AllItems............ 104.4 108.3 101.3 +1.1 +3.1 
HOO Meret ots ices. 106.1 103.5 102.4 +2.5 +3.6 Rood hae ante cee 100.6 98.5 97.2} +2.1 +3.5 
Housings yh ss; 106.4 | 106.3 104.0} +0.1 +2.3 Housing........... 105.0 | 105.2} 102.7 —0.2 +2.2 
Apparel tticsa.58's 100.6 100.7 | 100.1 —0.1 +0.5 Apparel oii cues ce 100.9 100.5 101.6 +0.4 —0.7 
Transportation..... 105.5 | 105.9 | 102.6 —0.4) +2.8 Transportation..... 107.4 | 107.4] 102.1 0 +5.2 
Sundries........... 107.1 106.9 105.4 +0.2 +1.6 DUNOTICS at kee 109.3 106.6 104.5 +2.5 +4.6 
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indexes, a practice which unhappily adds to the al- 
ready considerable confusion of the public. 

In a price index that is designed to show only price 
change, the weighting pattern is held constant over 
a considerable period of time. While to obtain a real 
cost of living index, this weighting pattern would 
have to be adjusted each month as consumers pur- 
chase more of one commodity and less of another. In 
other words, a cost of living index must take into 
account both the amounts bought and the prices paid 
for goods and services in each period. 

To measure changes in the real cost of living, great 
technical difficulties are met in determining the change 
in the amount of a commodity purchased, or just when 
to include goods that have recently come on the 
market. Also, to many, the term cost of living is fre- 
quently tied up with other considerations such as the 
maintenance of an equitable standard of living, and 
with the problem of adding new goods and services 
to this standard as they become part of the home. 
It is not the intention of this article to deal with 
these questions, but rather to point out that the only 
part of the cost of living that is currently measured 
is the change in prices recorded in the consumer price 
index. 


Intercity Comparisons 


Users of these indexes frequently compare the price 
indexes of two cities to determine differences in the 
cost of living. For example, a company with an office 
in Chicago, Illinois and another in New York City, 
may refer to the price indexes for the two cities. 
Finding Chicago one point above New York, it is 
assumed that consumer prices are higher in Chicago 
than in New York. 

Such an intercity comparison is invalid for the fol- 
lowing reasons: In the first place, each city price index 
in constructed independently; it only compares current 
prices with the price level in that city as of a given 
date—the base period. To illustrate the trap that 
awaits the unwary index user, assume that the city 
price indexes consist of just one item. Suppose that 
the price of this item is currently 50 cents in city A 
and $1.25 in city B, so that the cost of the article in 
city B is two and a half times that in city A. Further- 
more, if the price in the base period had been 25 cents 
in city A and $1 in city B, both cities have shown an 
advance in price. However, the index for city A would 
be 200.0, while that for city B would be only 125.0. 
But, obviously, concluding from the indexes that the 
price of the article in city A was higher than in city 
B would be wrong, for the actual price is still higher 
in city B. 

This seeming contradiction stems from the difference 
in the prices in the initial period, But since the con- 
sumer price index measures only price change over a 
period of time, the original difference in price levels 


is not relevant. Indeed, to measure price change in} 

each city over a period of months or years, the original} 

prices in each city cannot be brought into balance} 

It is, therefore, correct to say that the prices in city Aj 

have risen more than those in city B since the base 

period; but no conclusion about the prices themselves} 
can be made. 

Hexen B. Junz | 

Oxive EK, VauGHAN | 

Division of Consumer Economi 1 


Vending Machine Proceeds 
$0 
In at least one section of the pulp, paper, and paper-}} », 
board industry, employees—through their welfare as-}) 
sociations or unions—are the principal beneficiaries of}... 
proceeds from vending machines installed on company q 7 
premises. 1 

A survey conducted by the Pulp and Paper Manul 
facturers Association, which includes companies in| 
Wisconsin, Minnesota and Michigan, shows that} 
thirty-eight of fourty-four firms allocate some or all} 
of the proceeds from such sales to employee groups or |) 
activities. In twenty-six of the thirty-eight companies 
yarvey ay, the proceeds are devoted to a single poll 


two or more projects. (Four of the latter companion. 
take a share of the proceeds and allocate the remainder bin 
to employee projects.) tn 

When proceeds are used for a single purpose, em | 


cited as beneficiaries pina companies) . Unions ar i 
the beneficiary next most frequently cited by surve AN 


the vending machine proceeds. The remaining single | 
purposes to which these funds are allocated include: © 
employee recreation (three companies); flower funds | 
(two); athletic association (one); individual em-. 
ployee departments (one); and workman’s candy | 
fund (one). 

Twelve firms divide vending machine proceeds — 
among two or more beneficiaries. The recipients are as In 
follows: unions (seven companies); flower funds |j 
(four) ; employee recreation (four) ; employee benefit 
associations (three); athletic association (one); and 
community projects (one). 

Only one company has vending machines for hot 
food other than soups and drinks. And only one firm 
has a sandwich vending machine. The remaining com- 
panies have automatic coin-operated equipment for 
hot and cold drinks (including milk and various soft 
drinks) ice cream, candy, gum, cigarettes, pastry and 
soups. 


MANAGEMENT RECORD 


HE YEAR AND A HALF since the merger of the 

AFL and CIO have seen a rapid decline in the 
number of unions directly chartered by the parent 
body. These unions were known in the AFL as federal 
labor unions and in the CIO as local industrial unions. 
At the time of the merger there were 874 such unions; 
now there are 637, or a decline of 27%. 
| Two circumstances have contributed to the decline: 
(1) the end of rivalry between the AFL and CIO in 
organizing, and (2) the cutting back by the combined 
federation of support for unprofitable, directly chart- 
ered local unions and organizing committees; instead 
these groups are now being turned over to prosperous 
AFL-CIO national and international unions. 


| End of AFL-CIO Organizing Rivalry 


‘“) Prior to the merger, both the AFL and CIO, in 
‘accordance with their constitutions, were federations 
of autonomous national and international unions.* 
‘/The constituent unions and not the AFL or CIO office 
ruled the roost. The job of the AFL and CIO organ- 
‘izing staffs was not to set up local unions that would 
compete with member unions, but to assist established 
anions in organizing and also to establish new non- 
competing national or international unions. One of the 
methods used in organizing by both the AFL and CIO 
“was the directly chartered local union. 

| Theoretically, under the AFL’s and CIO’s consti- 
tutions, each of these directly chartered local unions 
‘was to be a purely temporary organizing device. Their 
‘sole purpose was to bring workers into the AFL or 
‘CIO. Then, they were to go out of existence, and 
either turn the new members over to already existing 
anions or merge several of them to form a new na- 
tional or international union. This pattern was fol- 
lowed, for example, when the AFL formed the Office 
Employees International Union by bringing together 
a number of federal labor unions that had “organized 
office workers. 

However, the theory did not always work out in 
practice. Many directly chartered unions, especially 
the AFL’s federal labor unions, did not have the short 
ife spans of temporary organizing devices. Instead 
they continued to flourish as oe entities for 
five, ten, fifteen or more years. 

*For the constitutions of the AFL and CIO see “Handbook of 


Union Government, Structure and Procedures,” Studies in Per- 
tonnel Policy, No. 150, pp. 86-98. 
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Whither the Directly Chartered Union? 


One reason for the directly chartered unions’ lon- 
gevity was that many were formed in the days of 
rivalry between the AFL and CIO. Some of these 
unions were chartered mainly to prevent the rival 
organization from getting the workers of a particular 
plant or office. This was especially true in the case of 
the AFL. It organized a number of establishments 
into federal labor unions in order to keep them out 
of the hands of the CIO. In addition, some employers 
favored dealing with the anticommunist AFL federal 
labor unions rather than with some of the unions that 
were later expelled by the CIO on charges of com- 
munist domination. 

With the merger, this need for federal labor unions 
as one-company or one-community industrial unions 
officially disappeared. There no longer was to be rival- 
try between the AFL and CIO. As a result, negotia- 
tions by federal labor unions for affiliation with big 
national unions proceeded apace. 

Strangely enough, in many cases negotiations were 
carried on with former CIO unions and not with AFL 
craft unions. The officers of the federal labor unions 
favored former CIO unions because such affiliations 
would mean that an industrial-type federal labor 
union could enter as one unit, keep its officers, and 
preserve its industrial union character. Affiliation with 
AFL craft unions, on the other hand, might mean 
splitting up the local among several craft unions, and 
the end of the federal labor union officers’ jobs. 

Many employers dealing with federal labor unions 
also preferred, if there was to be any change, to con- 
tinue to deal with one union rather than several craft 
unions. Therefore some employers fostered affiliation 
with a former CIO union. This was especially apt to 
happen where the employer dealt with and enjoyed 
good relations with a former CIO union in his other 
plants. The Steelworkers, for example, picked up more 
than one federal labor union in this way. 


Cutting Back on Unprofitable Locals 


The second reason for the decline in the number of 
directly chartered unions is that the AFL-CIO is 
operating on a tight budget and has had to shuck off 
unprofitable operations. 

The tight budget came about this way. Before 
merger, the AFL had a monthly per capita tax of 4 
cents per member per month, while the CIO’s per 
capita tax was 10 cents. As part of the merger agree- 
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ment, the per capita tax for the AFL-CIO was set at 
4 cents” This meant that in the total revenues of the 
combined organization there was a loss of 6 cents per 
member per month from the former CIO unions. 

In the CIO, much of the additional 6 cents had gone 
to support CIO organizing committees and local in- 
dustrial unions. After merger the AFL-CIO officials 
found it necessary to tell those organizing committees 


* Op, Gh, pages 9-19. 


Significant Pay Settlements in Canada 


Settlernent Pattern in Fine Paper Industry 


Reflecting an industry-wide pattern, three major 
fine paper producers in Ontario and Quebec have re- 
cently granted one year contracts, general wage in- 
creases of 5p and sick pay benefits to their employees. 
Two of the settlements are between Howard Smith 
Paper Mills Limited, Rolland Paper Company Lim- 
ited and the United Papermakers and Paperworkers 
and the International Brotherhood of Pulp, Sulphite 
and Paper Mill Workers. The third agreement is 
between the EH. B, Eddy Company, the two paper 
unions and the Machinists, 

The 6%, increase to all employees became effective 
with the start of the contracts on May 1 in the How- 
ard Smith mill at Cornwall, Ontario, and the Eddy 
Company mills at Ottawa, Ontario, and Hull, Quebec. 
Only men received the 5% increase in the mills of 
Rolland Paper at St. Jerome and Mont Rolland, 
Quebec, with women being granted 5 cents per hour. 

The provision for three days’ sick leave with pay is 
denigned to prevent loss of income during the three- 
day waiting period for insured sickness and non- 
occupational accident benefits, The sick pay will be 
given once during the contract year if the employee 
has ninety days’ continuous service and is confined 
to home or hospital for a minimum of ten consecutive 
days, including weekends and holidays, 

The settlements at Howard Smith and EH, B, Eddy 
are among the first in Ontario and Quebec to take into 
account the development of government hospitaliza- 
tion insurance, Both provide that existing welfare 
plans will be reviewed after details of the proposed 
government hospital insurance plans are announced, 


Hours Reduced in Garment Industry 


The Cloak Manufacturers’ Council of Montreal 
and the Cloak and Suitmakers, ILGWU, have reached 


af 
and local industrial unions that were losing money } 
that the AFL-CIO could no longer afford to carry 
them. The local industrial unions and the ee i 
committees found themselves faced with the alte iu 
tives of dying on the vine for lack of funds or affili- y 
ating with prosperous national unions. Under this } 
compulsion, many have affiliated and others are study- 


ing the prospect. 
James J. Bameprick, JR. 
Division of Personnel Admimstration 


an agreement that provides a general pay increase 
shorter hours and severance pay for about 2,500 em- 
ployees. The 7% pay adjustment is the first in the 
industry in Montreal since 1951 and is effective with f=... 
the start of the new three-year contract on July 1. 

The agreement is the first in the industry in Canada } 
to reduce regular weekly hours below the forty-hour jr 
level. The initial drop will be from forty to thirty- 
nine hours on July 1, 1958; and the second reduction 
to thirty-seven and a half hours per week will be 
effective one year later. At each decrease in hours, he 
take-home pay of both time and pieceworkers will b 
maintained. 

Employers will also begin contributing 1% of pay- 
roll to a severance pay fund on July 1, 1959. The fund 
will be administered by a joint union-management 
board—half of the members to be appointed by the 
employers and half by the union. It will be used for 
the benefit of workers in the industry who lose thei 
jobs because of depressed conditions or discontinuec 
operations, 


o; 


Civic Workers’ Arbitration Award 


A board of arbitration, set up after lengthy negoti 
tions between the National Syndicate of Municipa 
Employees, CCCL, and the City of Montreal, hz 
determined working conditions for the city’s whit 
collar workers for the next two years. The major gaini 
for the city employees are an 8% across-the-boa 
wage increase and an extension of “summer hea 
These hours, which are forty-five minutes shorter p 
day than those normally worked, will now ps 
June 15 instead of July 1 and run until Labour D 
The award is a victory for the Syndicate, since th 
city countered its demands with proposals that woul 
have meant no pay increase and would have effee: 
tively lengthened the hours of work. 


MANAGEMENT RECORD 


4 impany, Union! and Duration of Contract 


t and Allied Products 


| Eddy with 

|; United Papermakers; and Pulp, Sulphite 
Paper Mill Workers at Ottawa, Ont. and 
Que. 1,647 hourly 

lective 5-1-57. Contract expired 


‘w contract: one year 


1 


ind Paper Ltd. with 

2d Papermakers and Pulp, Sulphite and 
rt Mill workers at St. Jerome and Mont- 
ind, Que. 586 hourly 

fective 5-1-57. Contract expired 

sw contract: one year 


‘ard Smith Paper Mills Ltd. with 
ed Papermakers and Pulp, Sulphite and 
x Mill Workers at Cornwall, Ont. 1,400 


ME 
fective 5-1-57. Contract expired 
+w contract: one year 


| and Kindred Products 


esroue Workers at Leamington, Ont. 663 


ly 

fective 2-1-57 (signed 4-16-57). Contract 
ipired 

_}2w contract: 2 years 


ver M. Lowney Ltd. with 

®hry and Confectionery Workers at Montreal, 
740 hourly 

fective 3-1-57 (signed 4-23-57). Contract 
pired 

2w contract: 2 years 


ler Manufacturing 


jty Bros. Ltd. with 
workers at Fergus, Ont. 560 hourly 
fective 3-1-57 (signed 4-16-57). Contract 


2w contract: one year 
‘ish American Oj! Ltd. with 


| 550 hourly 

fective 3-16-57 (signed 5-1-57). Contract 
pired 

/2w contract: one year 
Gidian Western Pipe Mills, Ltd. with 
‘Wlworkers at Port Moody, B. C. 275 hourly 
[fective 3-15-57 (signed 5-57). Wage reopening 
patract expires 9-30-58 

\k Manufacturers’ Council of Montreal with 
WU at Montreal, Que. 2,500 hourly 

[fective 7-1-57. Contract expired 

jew contract: 3 years 


eral Tire & Rubber of Canada Ltd. (Stokes 
Jijsion) with 

“ber Workers at Welland, Ont. 450 hourly 
ecive 3-3-57 (signed 4-1-57). Contract ex- 
y re 

, lew contract: one year 
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(Chemical and Atomic Workers at Clarkson, - 


Verified by The Conference Board 


Pay Adjustments 
WAGE EARNER SETTLEMENTS 


5% general increase 


5% general increase to men. 5¢ per hour general 
Increase to women 


5% general increase 


10¢ per hour general increase 
Deferred increase: 8¢ per hour, 2-1-58 


10¢ per hour general increase 
Deferred increase: 5¢ per hour, 3-1-58 


7¢ per hour general increase 
Deferred increase: 5¢ per hour, 9-1-57 


7% general increase, approx. 


10¢ per hour general increase. Additional 1.88¢ 
per hour to certain classifications (6.44%) 

Deferred increase: 15¢ per hour general increase, 
1-1-58 


7% general increase 

Deferred adjustment: Workweek reduced to 89 
hours 7-1-58 and to 87.5 hours 7-1-59 with 
maintenance of take-home pay 


6.5¢ per hour general increase 
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Significant Pay Settlements in Canada 


Fringe Adjustments 


Added: 8 days’ sick leave pay for employees 
absent due to certified illness for 10 or more 
days 


Added: 3 days’ sick leave pay for employees 
absent due to certified illness for 10 or more 
days 


Added: 8 days’ sick leave pay for employees 
absent due to certified illness for 10 or more 
days 


Revised: Allowance for hospital room and board 
increased to $9.50 per day for maximum of 
$1 days; extras increased to $150; physicians’ 
services increased to $5 for home visits and 
$3 for office and hospital visits 
Weekly disability pay increased to $80 per 
week for women and to $35 for men. Benefits 
75% company paid; become noncontributory 
Q-1-58 


Revised: Job classifications 
Vacations now 2 weeks after 8 years and 8 
weeks after 15 years 

80 minutes’ lunch pay for shifts 


None 


None 


None 


Added; Severance pay fund. Maployer to cons 
tribute 1% of payroll starting 71-49 


Added; SUB fund established at 8¢ per man- 
hour 
Mth paid holiday 
8 days’ funeral leave pay 

Revised; Vacations now 4 weeks after 25 years 
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Significant Pay Settlements in Canada—Continued 


Company, Union! and Duration of Contract 


Construction 


British Columbia Bridge and Dredging Ltd. with 
IAM at Vancouver, B. C. 150 hourly 

Effective 4-1-57. Contract expired 

New contract: one year 


British Overseas Airways Corp. with 
UAW at Montreal, Que. 70 salaried 
Effective 4-1-57. First contract 

Duration one year 


City of Montreal with 
Municipal Employees, CCCL, at Montreal, Que. 
3,100 salaried 
Effective 12-1-56 (signed 5-6-57). Contract 
expired 
New contract: 2 years 


O’Keefe Brewing Ltd. with 

Operating Engineers at Toronto, Ont. 26 salaried 
Effective 4-1-57 (signed 6-57). Contract expired 
New contract: one year 


Rolland Paper Ltd. with 
Office Employees at St. Jerome and Mont Rol- 
land, Que. 28 salaried 
Effective 11-6-56 (signed 5-1-57). Contract 
expired 
New contract: one year 


Pay Adjustments 


25¢ per hour general increase 


SALARIED EMPLOYEE SETTLEMENTS 


5.9% general increase 


8% general increase 


6.5% general increase ($5 to $7 per week) 


5% general increase 


Fringe Adjustments 


No information 


None 


Revised: Summer workday schedule 
4 weeks’ vacation for 25 or more years” ser} 


Added: One pair safety shoes per year at hell 4 
3 days’ funeral leave pay 
Jury duty differential pay 


No information 


All unions are affiliated with the CLC unless otherwise indicated. 
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In the February Business Record 


Budget's Impact on Business—The budget of the United States Government for 
the fiscal year ending June 30, 1958, has just been published. This budget 
—which is as big as our national output was in 1935—is bigger than that 
for fiscal 1957, and the 1957 budget is bigger than the total spent in 1956. 
Just how inflationary, then, is the new budget? Analyzing it, the Board’s 
fiscal expert reports some parts of it deflationary, some parts inflationary. 


The Budget and Welfare Programs—The author of another article on the budg- 
et reports that ‘three out of five of the additional federal dollars for labor | 
and welfare will go to established programs and two to proposed new legisla- 
tion, chiefly assistance to states for building schools.”’ 


World Scene—Per Jacobsson, managing director, International Monetary Fund, 

reports on the Fund’s assistance to Britain following the Suez crisis and makes 

. other comments on the current scene. Mr. Jacobsson feels that the Western 

World has made much progress in the past five years in terms of production, 

trade and monetary stability. But much remains to be done, he says, in the 
next five years. 


Stock Prices as Business Forecasters—Curves of graphs on the course of stock- 
Wt market prices over the past ten years are put alongside those depicting the 
movement of gross national product and those of other statistical records of 
our economic life. The display is examined to see how much stock prices have 
been influenced and how much they have influenced business activity. 
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From Los Angeles 


an Associate wants to 


the spread between a junior 
copy typist’s pay and that 


of a senior copy typist 


Cy 


From Dallas 


another Associate 

inquires about the median 
salary for a stenographer 
in that city 


From Detroit 


an Associate calls 

the Board to find out 
(p ) the area rate for billing 

machine operators 


know 


INquIRIiss like these come to the Board from, Associates all over the country. And in 7 
generally tight labor market that now exists, information about clerical salaries is esp 
important in maintaining a sound salary structure;‘and in attracting new person 
they are needed. : 

The Board’s new annual “Clerical Salary Survey” provides easy-to-find data on rai 
for thirteen jobs in twenty cities, based on nearly 80,000 clerical employees in 953 
Individual city rates and industry rates are given; and the length of the workweek | 
union status are also reported on. fa 

Perhaps of particular interest at this time is a two-page chart showing the alee 
between thirteen jobs—in New York, St. Louis, Detroit and Los Angeles. The relatio 
among’ jobs, as well as the salary level, vary considerably from city to city. For ins 
the median salary for a dictating machine transcriber in New York is about the sa 
the median salary for a stenographer. But in Los Angeles, the stenographer’s medi 
salary is almost $10 higher than the salary of the dictating machine operator. _ . 

This report was recently mailed to Associates. If you do not havea copy, write the B Bos 
and ask for: qq 


CLERICAL SALARY SURVEY Studies in Labor Statistics, Na 


